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© Dimes! Dimer! Dimes. 


STATLER PIONEERING 


now taboos the Restaurant Check Room Tip! 


* Dimes! Dimes! Dimes! Ten-cents-a-meal toll charge 
on your hat and coat. Money slipping away. You check 
your headpiece, then you buy it back... but NEVER 
AGAIN at the entrance to a public restaurant in a 
Statler Hotel! 
We’ve banned these gratuity-takers ... tabooed, 
once and for all, the tributes they exact from our diners. 
We’ve accomplished something we’ve wanted to do 
for a long time... placed attendants at the check 
rooms of all our public restaurants who cannot... and 
who are instructed not to... accept tips. They’re paid 
by us to take care of your things while you eat our good 
Statler food. : “ 
Thus we pioneer another reform in hotel practice and = 
add it to our already long list. You will remember some 
of the traditional practices these hotels have changed. 
There was the tip-hungry wash room attendant who 
thrust his services upon you. Such wmrequested tip- 
seeking service was banned years ago by our houses. 
Then there were the extra charges for the newspapers 
and cigars and cigarettes sold in hotel lobbies. Long ago 
we turned thumbs down on this usurious practice. 
Everything at our news stands and cigar stands is yours 
at street store prices. 
You will remember, too, other notable contributions 
to greater economy, comfort and service conceived and 
pioneered by these hotels... that the Statlers were the 
first to provide a private bath with every room, circu- 
lating ice water, a free morning newspaper under the 
door, free radio reception, and a dozen other conven- 





iences. 

In this last innovation... banishing the irritating 
restaurant check room tip... you have present-day 
proof that our spirit of service and leadership marches on. 


We ONOTELS STATLER 


Rist Magfil . LBoo Mand . Dateort . Stilprits 
HOTEL PENNSYLVANIA IS THE STATLER IN NEW YORK 
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Losses Can Be Halted 
Profits Can Be Made 


Many investors are of the belief that nothing can be done at present 
toward preventing losses and building profits. They are looking for- 
ward to the time when their losses will be recovered and their securities 
will show them a profit—but they believe their holdings have depre- 
ciated to such an extent that their only course is to hold regardless and 
wait for“ultimate recovery. 


A: passive attitude now may likely prove later to have been a costly 
policy. Granted that many securities eventually will work out satis- 
factorily—but some will take years to regain their former prices. Others 
may pass out of existence altogether. If you do not switch from your 
weak securities to those which are in a position to participate assuredly 
and most speedily in any improvement in business you may later be tak- 
ing further losses when instead you could have taken profits. 


Through a personal and confidential arrangement we are assisting 
many investors in operating their investment portfolios safely and profit- 
able—even under present adverse conditions. We are confident that 
the investor acting upon such counsel will derive greater profits than 
do those who attempt to operate without it. In order to acquaint you 
with our methods and the value of our counsel we have prepared a 
descriptive booklet. We shall be glad to send you a copy upon request. 


Furthermore, if you will acquaint us with the securities you now hold, 
the amount of cash available for additional investment and your individ- 
ual requirements and objectives we will tell you whether in our belief 
any of your holdings should be eliminated at this time. We will also 
tell you how our counsel can be applied to your program and problems 
and quote you our charge. The information you submit will be held 
in absolute confidence and your consideration will involve no cost or 
obligation. 
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Better Understanding Necessary 


GROUP of salaried men and 
small business proprietors was 
discussing the perennial ques- 

tion of getting along in difficult times. 

“I'm having pretty hard sledding,” 
said one, “but I think that business will 
be better before long, because I think 
inflation is coming sure.” 

The others echoed the idea that in- 
fation would be welcome, because it 
would mean plentiful money—and 
everybody knew that money was much 
too scarce. 

It is to be feared that this conception 
of inflation and what it will do is so 
dangerously common that currency in- 
flation looms as a real threat. There 
is, evidently, great need of popular 
education in true nature of inflation as 
there is on many other of the problems 
and new forces which have beset the 
public consciousness in this depression. 

Granted that inflation of the cur- 
rency might have the effect of tem- 
porarily stimulating business activity— 
although it might have just the opposite 
eflect—let us consider how it would 
operate. Prices would rise rapidly. 
Wages and salaries are notoriously slow 
to respond. The man with a fixed in- 
come typified by the individuals quoted 
above would find the cost of living 
growing rapidly his outgo would be on 
a prosperity scale and his income on an 
adversity scale. Times would actually 
be harder for him than ever. The busi- 


ness man would have more business 
because, confronted with rising prices, 
people would spend more freely, 
despite reduced purchasing power. But 
he would have great difficulty in keep- 
ing his capital from being absorbed; it 
is hard work to keep retail prices in 
line with rapidly advancing wholesale 
prices. The business man might be 
frantically busy and yet confronted 
with inescapable red ink. As inflation 
gained momentum, he would be com- 
pelled to increase his payroll and he 
would lose the initial advantage he 
would have had at the expense of his 
employes. And the latter would have 
no real gain, because even while their 
salaries were rising the cost of living 
would be rising even faster. 

Plenty of money is a desirable con- 
dition, but the plenty we need is the 
plenty produced by the exchange re- 
quirements of thriving economic life. 
Actually we have a superabundance of 
currency now—more than we have ever 
had. You and I have empty pockets, 
it is true, but that is because there is 
so little business that there is less 
money needed. Business makes money 
plentiful, not the reverse. Normally 
active business needs less money in cir- 
culation than depressed business. When 
business is solidly thriving sales and 
purchases quickly clear each other. 
Vast quantities of cash are needed only 
when it is so plentiful that credit 


vanishes and prices are determined not 
by supply and real demand for goods 
but by the universal flight from some- 
thing that daily declines in real worth. 

What this country needs is not more 
money but a more rapid flow of it from 
hand to hand. For a multitude of rea- 
sons we are poor in the midst of wealth. 
Most of them converge in a lack of 
confidence, and that lack of confidence 
is supported by the fear of the very 
thing our group of casual talkers ap- 
peared to desire—inflation. And that 
brings us to another thing that the man 
in the street does not understand. The 
necessity of balancing public budgets is 
all Greek to him. The government, 
he thinks, should spend when its 
citizens can’t—for the less spending the 
less employment and the less business. 
But the wise men of finance and big 
business know that when governments 
habitually spend from borrowings in- 
stead of revenue, inflation is just 
around the corner. 

People are interested in economics as 
never before, but their knowledge must 
be increased to encompass a clear 
recognition of the two truths that in- 
flation is a terrible scourge and that 
unbalanced national budgets always 
bring it about. People who cannot re- 
pay cannot borrow. Even government 
may be in that predicament—but gov- 
ernment, alone, can manufacture 
money. 
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Banking System Faces Critical Test 


By Marvin S. RATHBURN 


A Clear Appraisal of Our Present Difficulties, What Brought Them About, What Can Be Done and Is 
Being Done to Remedy the Situation and Prevent its Recurrence. The Significance of New Legislation. 


Capital reorganization and debt adjustment must be faced sooner or later. 


Why Postpone the Inevitable? 


By LAvuRENCE STERN 


Why not now? 


What Common Stocks Will Benefit in the Event of Inflation? 
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Sun Life Assurance Company 
of Canada 


IncorPoRATED 1865 Heap Orrice - MONTREAL 


STATEMENT for 1932 


TOTAL ASSURANCES IN FORCE, December 31, 1932 - + - _ - $2,928,952,000 
This large amount, the accumulating estates of nearly a million Sun Life 
policyholders, will become payable to them or their dependants during this 
generation—a stabilizing factor of great social and economic value. 


NEW ASSURANCES PAID FOR - - - + + + *# «#* = 284,098,000 


TOTAL INCOME canes ke. hn ae 161,407,000 
TOTAL DISBURSEMENTS - - - - - + = = 148,026,000 
EXCESS OF INCOME OVER DISBURSEMENTS- -_ - 13,381,000 


PAYMENTS TO POLICYHOLDERS AND BENEFICIARIES: 
During the year 1932 - - - - - + 2 = = 108,527,000 
Since Organization- - - - - + + * = =» 702,712,000 


ee ee ee ee 
Bonds: government, municipal, public utility and others; stocks: preferred 
and common; loans on mortgages; real estate; loans on Company policies; cash 
in banks, and other assets. 
LIABILITIES a ie T a aaa ie Meier rimless belli, | oe sm) Sage.’ ie 597,241,000 
Almost nine-tenths of this sum represents the policy reserve—the amount set 
aside to guarantee all policy payments as they me due. 
PAID-UP CAPITAL ($2,000,000) and balance at credit of 
shareholders’ account - = 2© © «© «+ + $3,416,000 


RESERVE for depreciation in mortgages and real estate 4,781,000 


ee a ce 6k oe we ee ee bin 5,998,000 
———_—- $14,195.000 


The valuation of assets has been carried out on the basis prescribed by the Insurance Department of the 
Dominion of Canada. 


Policy reserves have been valued by the full net level F tec wag method, on bases more exacting than those 
required by the Insurance Act of the Dominion of da. : 


According to the form of report and the basis ee d for the valuation of securities by the National 
Convention of Insurance Commissioners of the United States, the assurances in force, paid for basis, are 
$2,912,469,000; the assets, $609,623,000; the liabilities, $596,310,000; capital and balance of shareholders’ 
account, reserve and surplus, $13,313,000. 





Sun Life policyholders number nearly a Income from renewal premiums was the 
million. largest ever received by the Company in a 


Assurances in force have increased since 1929 single year. 
465,000,000. a : 

are eve ‘ Cash in repayment or reduction of policy 

Assets have increased, during the same \ qi 

period, by $43,000,000. oans exceeded in amount that of any pre- 

vious year. 

Applications for new assurances were re- Revivals of lapsed policies were in excess of 

ceived by the Company during 1932 at an those of any previous year, with one ex- 

average rate of more than $1,000,000 for ception. 


every working day. : 
During 1932 the Company paid to policy- The net amount of policy proceeds left with 
holders and beneficiaries more than $360,000 the Company at interest was substantially 


for every working day. increased. 


SUN LIFE ASSURANCE COMPANY OF CANADA 
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The Trend of Events 


— A Conservative Cabinet 

— Banking Reform Cannot Wait 
— Foreign Exchange and the Dollar 
—Why Not Now? 

—The Market Prospect 


HERE is no crashing 
fanfare or portent of 
great things in the roll 

call of the Roosevelt cabinet. The head of the new ad- 

ministration does not ride onto the field surrounded 
by resplendent marshals whose names, recalling 
illustrious deeds, are certain auguries of victory in the 
impending contest with forces of economic disintegra- 
tion. Young, Baker, Glass, Baruch, Davis, and others 
are not there to evoke cheers and stir esprit de corps. 
But it may be better in the end that the cabinet is 
composed almost wholly of men who look forward, 
instead of backward, to fame. A reputation to gain 
is a better spur to service than one to keep. Besides, 
it must be remembered that a cabinet is but an imple- 
ment in the hands of the President. It must be efh- 
cient if he is to succeed, and unity is indispensable. It 
appears that these men will not be restive in harness 
with the leader. If the cabinet does not evoke en- 
thusiasm it does inspire confidence. While all of its 


A CONSERVATIVE 
CABINET 


members share some of the President's general liberal- 
ism—and it is well that they do—none of them is a 
wrecker. 

So far as the cabinet is a criterion, we may infer 
that the new regime at Washington will resolutely 
oppose any tinkering with the gold standard or any 
alarming alteration of the currency. That there will 
be innovations, perhaps startling ones, is to be expected 
and not to be avoided, but there is no danger that the 
United States is to be directed by the intellectual 
emanations of reckless doctrinnaires. Woodin in the 
Treasury signifies that sound finance will rule. Hull 
in the State Department means a broader international 
economic policy. Mr. Hull is no internationalist, and 
if he looks to international co-operation as one way out 
of the world’s troubles, it will certainly not be co- 
operation with all of the “co” and all of the operation 
on our side and all the benefits for the others. 

On the whole, the new cabinet will have to be 
judged retrospectively. And perhaps that is why it 
is what it is. The President may have decided that 
deferred judgment is better than extravagant indorse- 
ment in advance. While we suspect that there will 
be little cheering for the cabinet as it comes on the 
stage, we hope that there will be much long before 


the final act. 
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BANKING REFORM 
CANNOT WAIT 


ECENT unfavorable 
banking develop- 
ments do not in any 

sense justify a return of panic fear, but they do forcibly 
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remind us that after three years of palliatives and ex- 
pedients bold and intelligent reform of our banking 
system is yet to be put into effect. The only favorable 
inference that can be drawn from the renewal of bank- 
ing stress is the virtual certainty that it will auto- 
matically force upon us a more intelligent and practical 
corrective program. Although this may be regarded 
as of emergency nature, it would inevitably contribute 
an aggregate reform of long-term significance through 
the gradual and orderly liquidation of banking sore 
spots. The very existence of the present state of facts 
justifies doubt that the past credit policy of the Recon- 
struction Finance Corporation is capable of seeing us 
safely through. On the other hand, it is obvious that 
in the nature of banking the violent forces of natural 
deflation cannot be followed a free hand. Wherever 
necessary, permissible withdrawals should be legally 
restricted in the true interest of all depositors. This 
can be done without a complete shut-down of banking 
functions. Further, it should be possible to segregate 
frozen or slow assets on the basis of some long-term 
arrangement or adjustment with depositors, and to con- 
tinue a revised basis of normal banking on the remain- 
ing liquid assets, as well as to provide unimpeachable 
security for new deposits in order that the life blood 
of business will not be cut off. Such a method may not 
be ideal, but it would, and probably will, provide a 
road out of the mire of fear. 

It is essentially the method which is now to have a 
practical trial under the leadership and control of 
Henry Ford in the case of the two Detroit banks whose 
difficulties precipitated the Michigan “holiday.” One 
strong new bank will emerge. Mr. Ford has some novel 
and interesting ideas as to the proper functioning of a 
bank. His bold and praiseworthy experiment will merit 
careful attention. Whatever its outcome, it represents 
a fresh approach. 
en" 


FOREIGN EXCHANGE 
AND THE DOLLAR 


HE past week or so 
has witnessed a re- 
markable movement 
in foreign exchange rates against the dollar. Several 
foreign currencies are quoted at, or close to, the price 
where gold could be shipped from this country to ad- 
vantage. We have even lost a very substantial quantity 
of gold to countries with depreciated currencies, notably 
England. Not, of course, that we are embarrassed in 
any way by the losses which have taken place so far, 
for our stock of metal is more than sufficient for our 
needs. It is, however, an interesting phenomenon, if 
a sad commentary on the times in which we live. These 
gold shipments, earmarkings and widely fluctuating ex- 
change rates unfortunately are not the outcome of 
natural trade relationships. They represent no adjust- 
ment of international “Income and Outgo” accounts. 
They are the result of the milling around of nervous 
capital, aided and abetted by speculation. When Eng- 
land became embarrassed more than a year ago and 
forsook the gold standard, sterling capital in every part 
of the world rushed to convert itself into dollars, and 
francs both French and Swiss. The movement was 
naturally overdone and when the reaction took place 
early last summer, the withdrawal of New York bal- 









ances was so vigorous that an important topic of con- 
versation was the United States’ ability to stay on gold. 
In time this movement came to an end and in the 
autumn, under the influence of the war debt fuss, it 
was again sterling’s turn to be depressed. But yet 
again as the result of our unbalanced budget, talk of 
inflation and our banking difficulties, the dollar 
weakens. Not even England’s £150,000,000 exchange 
equalization fund which has been a very vigorous seller 
of sterling has not prevented the rise of that currency 
in terms of ours. Indeed, the equalization fund has 
bought so many dollars that it has been obliged to con- 
vert part of its purchases into gold and sell the metal 
to the Bank of England in order to obtain again a 
sterling working capital. From Great Britain’s point 
of view this gold and these dollars with which she is 
being deluged is “bad” money, for like the many other 
similar movements this one too is subject to reversal 
without notice. Supposedly, exchange stability must 
await world trade stability, but in the meantime, there 
is at least something to be said for an embargo on gold. 


—— 


WHY NOT T is apparent and widely conceded 
NOW? I that various railroads are suffering 

from a chronic and organic economic 
disease called “Excessive Funded Debt.” It could be 
cured by an early and rapid recovery of freight traffic 
to figures comparable with those of, say, the good years 
1923-1928, but the apparent prospect of such a natural 
tonic powerful enough to rescue the weak carriers is 
not at all bright. The alternative cure is to reduce the 
toxin by recognizing the reality of economic losses 
already established. Specifically, the treatment—by no 
means new in this country—is the reorganization of 
capital structures, either voluntarily or through receiver- 
ship, in order that funded debt and fixed charges may 
be made supportable. There are few who will deny 
that this cure is ultimately inevitable, regardless of the 
further extension of Federal credit through the Recon- 
struction Finance Corporation, credit which nearly 
aggravates the basic disease by increasing railway debts. 
In the face of these facts, however, we find eminent 
railroad leaders pleading for a continuation of public 
support on the theory that, although some reorganiza- 
tions will ultimately be necessary, they should be de- 
layed “until times get better.” If vitally needed eco- 
nomic adjustments are to be further delayed by tem- 
porary expedients until times get better, what earthly 
reason is there to expect that times will get better? We 
have had more than three years of depression to harden 
and sharpen our minds into an acceptance of realities. 
The present is as good a time as any to face the facts. 
If there are enterprises which we expect to reorganize 
next year or the following year—why not now? 


aan 


UR most recent investment 
advice will be found in the 
discussion of the prospec: 

tive trend of the market on page 514. The counsel 
embodied in this feature should be considered in co 
nection with all investment suggestions elsewhere in 

this issue. 


THE MARKET 
PROSPECT 


Monday, February 27, 1933. 
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By Charles Benedict 


More Protection is Demanded 


which have come to light, the recent disclosures be- 

fore the Senate Committee investigating stock ex- 
changes and security practices are the most reprehensible. 
It seems incredible that men who have risen to command- 
ing positions could have abused their office and the trust 
put in them by the community which has looked to them 
for a square deal and moral leadership in the conduct of 
affairs. 

The popular indignation aroused by such an amazing 
array of unsavory evidences of practices in the banking and 
investment field can be relied upon to drive out the unfit 
and demand more protection for the, individual investor 
and depositor. While, on the one hand, it may be re- 
gretted that the most sensational testimony was taken at 
a time when public confidence was generally disturbed, 
on the other, it is perhaps for the best, for it enables us 
to understand clearly why we have gone from bad to worse 
during this depression—why it is that the remedies applied 
have failed of their purpose. Men who think along the 
lines of the individuals exposed in recent months are in- 
capable of helping us. They are the type which contributed 
most to the extravagant excesses of the boom, both materially 
and morally. Certainly they are not to be depended upon 
in the arduous task of reconstruction after the crash. Shorn 
of their glamor and convicted by the words out of their 
own mouths, their usefulness is over. 

They must be replaced and the laws tightened to prevent 
a recurrence of the practices in which they indulged. It 
should be made legally impossible for banking officials to 
award themselves huge bonuses from the profits of their 
security flotations and market manipulations. Statutory 
provisions should pre- 


QO’ all the various iniquities born of boom-time greed 


in order to make a sale. This practice is open to the severest 
condemnation. The case before the Senate Committee re- 
cently is one in point. Evidence showed that a banking 
house advised a woman to sell her government bonds in 
order to purchase the securities, being offered by the firm 
itself, of an investment company whose issues are today 
worth only a few cents if anything at all. If this type 
of abuse cannot be eliminated by legislation then it must 
be brought about by popular education. Investors must 
learn to make sufficient investigation in order to know in 
whom, and in what institutions they can place reliance. The 
public generally must more commonly appreciate that the 
position of some bankers selling securities is no different 
than that of many merchants. They have contracted for 
something which must be sold at a profit if their institution 
is to stay in business. They put the best apples on top 
of the basket. If there is any spotted fruit (and whether 
there is or not, and how much, depends on the character 
of the merchant) it is down where only thorough investiga- 
tion will find it. Apparently the American people have 
been too ready to buy on the appearance of the top layer, 
thus contributing not only to their own loss but also to 
the daring of the merchant. 

But the awakening has come. Corrective and protective 
legislation is demanded. The successive exposures in such 
cases as Kreuger & Toll, the Insull Pyramid and others, have 
inspired a popular sentiment which will go a long way in 
effectively purging the banking and investment business of 
the unworthy. 

There is an abundance of able men in the financial field 
who may be lacking in flamboyant personality but who 
possess the sturdy virtues and high moral sense so necessary 
in positions of public 





clude the possibility 
of officials borrowing 
from banking funds 
at no interest-and on 
no collateral. The 
banking affiliated se- 
curity companies 
which have made 
such transactions pos- 
sible should be legis- 
lated out of existence. 
If these things are 
done, and certainly 
the basis exists for 
passing the necessary 
laws, banking officials 
could be held strictly 
accountable to their 
stockholders and de- 
positors. 

_ It should be made 
Impossible to switch 
customers out of 
sound-issues-into those 
of obviously less merit 
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trust at this time. 
Theirs is the intelli- 
gence that sees the 
individual benefits 
arising out of what 
is best for the coun- 
try as a whole as the 
first consideration. If 
all honest men crusade 
for a higher standard 
of business ethics and 
ideals in the conduct 
of our affairs and re- 
fuse recognition to 
those who failed to 
meet these require- 
ments, they can effect 
the replacement of 
the unfit, facilitate 
our recovery from de- 
pression and secure 
lasting benefit and 
protection to every 
citizen of these United 
States. 
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gq Renewal of Banking Strain Introduces Important Factor in 
Price Trend 


q Reconsideration of Intermediate Investment Policy Essential 


What’s Ahead for the Market? 


By A. T. Mriver 


N the light of recent banking developments, featured by 


the “holiday” in Michigan and a rise in currency cir- 

culation to a new peak for the entire depression period, 
it is not surprising that the stock market has declined. In- 
deed, it is somewhat surprising and gratifying that a finan- 
cial shock of such importance can be taken on the specula- 
tive chin in relatively good style. The blow has hurt and 
still hurts. It has the market in retreat, but it is not a 
knock-out. 

There is no reason to attempt to minimize the importance 
of a renewal of banking strain at a time when it had seemed 
reasonably certain that all probability of anything re- 
sembling financial crisis had been put behind us and when, 
with the aid of the Reconstruction Finance Corporation, 
actual banking insolvencies and closings were being confined 
to a relatively small total. 


Squall or Storm? 


The retrogression in the general banking position re- 
flected in the recent developments must necessarily be re- 
garded as distinctly unfavorable to business and security 
market prospects, not primarily because of what has hap- 
pened to date but because of the resultant uncertainty as 
to what will next happen. In the immediate situation there 
is no basis for a reasoned estimate of the financial or busi- 
ness outlook for the weeks ahead. One can only await de- 
velopments, if in a position to do so; and, if not, to take 
Arnage No one can profess to know whether we have 

n visited with a financial squall of intense but brief 
duration or whether further storm is ahead. 

While the current position is uncomfortable in its un- 
certainties, the stock market's own action during the past 
fortnight shows scant evidence of panic fear. Investment 
and speculative demand, as might be expected, has been 
radically reduced under the impact of the banking news, 
and the market has been forced to absorb an increased vol- 
ume of liquidation from banking, investment and specula- 
tive sources. This has carried a number of individual stocks 
well under the support points which previously had been 
stubbornly held over a period of approximately four 
months. In the case of the industrial and public utility 
groups selling has carried average prices 2 or 3 points under 
the bottom of the long trading range that has been main- 
tained since early October. 

Since the railroad group is currently only a trifle above 
the low of last October, the average level of the entire 
market has, by an inconclusive margin. extended the 
secondary trend of reaction ushered in last September after 
the sensational rally of late summer. According to the usual 
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speculative reasoning, this is an adverse technical indication, 
perhaps signalling the possibility of something like a violent 
break-down. 

Yet the fact is that, given an excellent excuse for a 
nose-dive, the worst that we have yet had is a relatively 
inactive and unexcited drag-down. The first shock of the 
Michigan developments, indeed, expanded trading volume 
only to a total of approximately 1,500,000 shares. Since 
then there have been tentative indications of some slacken- 
ing of volume, although not of pressure. 

One hesitates to imagine what would have happened if 
the Michigan “holiday” had been announced at the higher 
price level and under the state of speculative psychology 
prevailing a year ago. Unquestionably the result would 
have been a violent market decline. That we now have, 
instead, a thus far quiet and orderly reaction can scarcely 
fail to suggest that the inherent vulnerability of our market 
position has been lessened both by the very fact of wide 
decline in security prices and by the gradual development 
of a more realistic speculative attitude. 

It is perhaps significant that recent liquidation has been 
more obvious in the bond market, especially in high grade 
issues and in United States Government obligations, than 
in stocks. The inference appears plain. Under the neces 
sity of increasing their liquidity at least for the present, 
many banks have resorted to liquidating investments. The 
fact that selling of this type has been availed of, rather 
than a heavy liquidation of collateral loans, may well in’ 
dicate that the volume of loosely-held collateral loans is not 
serious. It need hardly be said, of course, that the possi’ 
bility of important liquidation of marginal. “Street loans” 
has long since disappeared, this item having been cut down 
from a bull market peak of more than 8 billions of dollars 
to a present level slightly more than 400 millions. 

All in all, after more than three years of deflation and 
with stock prices at a generally low long-term level, we 
doubt the wisdom of indiscriminating or frightened liquids 
tion of sound stocks which are paid for and which were 
purchased for the longer pull. On the other hand, the 
admitted possibility of further gradual sagging of prices 
during the nearer future suggests no need for haste in mak- 
ing additional commitments. 


Intermediate Position Revised 


Speculative positions or intermediate stock investments 
made on a short-term basis in periods of reaction late last 
year on the expectation of a spring rally necessarily require 
reconsideration at this time. In recommending sel 
stocks, this publication last November looked forward to 2 
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probable spring rally of worth-while proportions, based not 
only on seasonal considerations but on the fact of a con- 
vincing turn in the general financial position early last 
summer, as indicated by major recovery in the security mar- 
kets and in the rebuilding of our gold reserves; and on 
visible evidence of improvement in industrial activity. 
Nevertheless, the intermedite recommendations, as will be 
recalled, carried the reservation that longer retention would 
have to be reconsidered in the light of spring developments. 

The new year was ushered in with a favorable technical 
setting in the stock market, bolstered by a considerable 
advance in the bond market. There were tentative efforts 
on the part of the professional element, which is responsible 
for the bulk of the present day-to-day activity, to anticipate 
a spring rally. There was much hope that both business 
and the markets could derive some encouragement from 
the passing of a “Lame Duck” political administration and 
the entrance of a new and united political power. 

The prospect has been changed not by an important de- 
terioration in business, but in the main by the sudden and 
unforseeable deterioration of the banking position and the 
resultant renewal of currency hoardifig-and weakening of 
public confidence. These developments, moreover, have 
come at precisely the season of normal spring recovery and 
thus at such a time and in such a setting as to appear 
virtually to preclude further optimism regarding a spring 
rally in share prices. The prospect, rather, becomes 
one of probable speculative stagnation or gradual and 
irregular downward ad- 
justment into the nor- 
mally dull summer 
period until, in business, 
finance and politics, a 
base for renewed con- 
fidence can be_ estab- 
lished. 

In this apparent pros- 
pect there is nothing call- 
ing for exaggerated fear 
or too hasty action in 
disposing of intermediate 
stock commitments. The 
issues previously recom- 
mended have, on the 
average, performed rela- 
tively well in relation to 
the general market. 
While it is no longer 
possible to look con- 
fidently for substantial 
advance at this time, it 
is reasonable to assume 
that as usual after pro- 
tracted reaction, a specu- 
lative short position of 
at least temporarily vul- 
nerable character will be 
built up within the near 
future, providing techni- 
cal rallies on which pru- 
dent liquidation can be 
accomplished with rela- 
tive advantage by in- 
vestors who at this time 
prefer a liquid position. 

Recent financial events 
necessarily present broad 
Toom for conjecture, 
notably the crystaliza- 
tion of the real estate 
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mortgage problem, as expressed in widespread agitation 
and occasional moratoria in farm areas and by the cur- 
rent major attempt to obtain voluntary adjustment on 
guaranteed mortgages in New York City—and the re- 
newal of pressure on the banks. 

In general, the sequence of events as regards mort- 
gage obligations and heavy bank withdrawals will have to 
be accepted as indicating that the underlying process of 
deflation is continuing and as strong evidence that the long 
series of palliatives and credit expedients so persistently 
applied by the Federal Government have been of little 
or no fundamental value. Indeed, they have merely de- 
layed adjustments which realistic observers have long recog- 
nized as essential and inevitable. 

It is to be doubted that our politicians can yet face 
the facts or that plentiful use of the public credit in relief 
schemes of one kind or another will be given up. Indeed, 
there is considerable reason to believe that aggregate Fed- 
eral expenditures in a somewhat vague policy of socializing 
the losses and burdens of depression will be increased. 

Nevertheless the realities are sufficiently strong to compel 
some modification of the tactics used heretofore, especially 
as regards banks. The banking record of this country 
during the last decade can only be regarded as a disgrace. 
No other civilized country in the world has had so many 
bank failures. Despite the elimination of thousands of 
incompetent institutions, we still have approximately 
20,000 banks, some under state regulation, some under 
Federal. There is cry- 
ing need for reform and 
strengthening of this 
haphazard structure if 
public confidence is to be 
restored. The political 
obstacles, however, are 


enormous. 
It has become obvious 
that vastly increased 


sums will have to be 
poured into the Recon- 
struction Finance Cor- 
poration if its blanket 
policy of bailing out 
weak banks is to con- 
tinue. On the other 
hand it is quite obvious, 
also, that frightened de- 
positors can not be per- 
mitted a free rein in 
demanding cash. As evi- 
denced by the emergency 
legislation in Michigan 
and several other states 
and by the Federal legis- 
lation proposed for na- 
tional banks, we are 
being forced to a logical 
compromise. 

Where necessary, de- 
posit withdrawals _ will 
simply. have to be re- 
stricted in the equal 
benefit of all depositors. 
Much can be done in the 
way of segregating 
frozen assets, adjusting 
them downward and 
making them long-term 

(Please turn to 
page 547) 





Forecasting the New Government 


Money Policy 


A Balanced Budget (as Defined) Combined With 
Extensive Mobilization of Public Credit — Will 
Controlled Deflation or Unbridled Inflation Result? 


By THeEopore M. KnappeNn 





take several years of 





OMETHING 
novel and 
dramatic is ex- 

pected and, indeed, de- 
manded of the new 
government at Wash- 
ington. That expecta- aie 
tion is bound to be a in Circulation 


Expansion and Contraction of U. S. Currency 
and Bank Credit 
(Millions of Dollars) 


Monetary Reserve 
Gold Stock 


sound legislation and 
administration, plus 
prudent and careful, 
private industrial and 
financial effort to re- 
store fully that smooth 
functioning of the ma- 
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Bank Credit of All Banks 
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powerful factor in the 
formulation of its fi- 
nancial policies. They 
will not be the policies 
of Roosevelt, the man, 
nor of individuals of 4,521 
his cabinet, nor of his 4,588 
kitchen cabinet. No 4,360 
matter how co-opera- 4,995 
tive Congress may be 4,152 
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chinery of commerce 
which we call pros 
perity. 

But what is going to 
become of the 12 mil- 
lion people out of 
work, and what is 
going to be the effect 
upon those who have 
work, of three or 


it must be taken into 
consideration, nor can 
public opinion be 
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four years more of 
worry and hope de 
ferred? This writer is 














convinced that even if 





flouted. 

The policies finally 
adopted will be compromises of conflicting views and of 
the essential and the expedient. They will not only pro- 
pose fundamental solutions of the stark problems of the 
day, but they will also include palliatives which may be 
costly and unsound, but the adoption of which will be 
forced by broad social considerations. 

As for Mr. Roosevelt, himself, he is at once a con- 
stitutional liberal and a shrewd politician. He is ready for 
innovations, he believes in political progress and evolu- 
tion. More than any president we have ever had, he holds 
that government is at once the material and the sculptor 
of the economic pattern of the nation. At the same time 
he is a conservative liberal and understands the limitations 
of government in economic control. In finance he is what 
is commonly, if vaguely, called “sound.” He is opposed to 
monetary inflation and he is convinced that economic 
crises are themselves symptomatic of corrective responses 
to ills that had infected the social body long before they 
were manifest. At the same time, as a practical politician 
he feels that the painful symptoms may have to be dealt 
with narcotically, even if riskily. 

The consensus of opinion among Mr. Roosevelt’s advisors 
is that unless some unforseeable event of startling con- 
sequences is behind the curtain of the near future, it will 
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every basic reconstruc’ 
tion plan the Administration may favor is sound there will 
inevitably be some window dressing and some legislation of 
a socially sedative nature, but unsound in principle. 

In view of the attitude of most of his ‘advisors, his own 
predilections ‘and the dictate of the party platform, it 
is certain that the new President will not advocate any 
sort of currency inflation for the sake of supposedly 
ameliorative consequences. But it is conceivable that as a 
matter of political lubrication, and mollification of the 
popular demand for plenty of money, he would acquiesce 
in some degree to remonetization of silver. 

Because all the implications of disaster that go with the 
word inflation attach themselves more closely to monetary 
than to credit inflation it is considered probable that what- 
ever extensive statutory inflation the near future may give 
us will be in the direction of credit. 

In order to place the dollar above all suspicion the new 
regime will risk its existence to balance the administra 
tive budget, and that on the basis of the most drastic 
economies and a minimum of additional taxation. Congress 
will delegate new additional powers to Mr. Roosevelt in 
budgetary and financial policies. After the balance has 
been effected the next step will be to restore energetic con- 
fidence in the future by measures designed to reassure pub- 
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lic opinion and to stimulate business, in the sense that 
an automobile starter turns over the engine in advance 
of the self-renewed power produced by ignition of the 
gasoline. 

Mr. Roosevelt is not talking out of character when he 
reveals his dream of a coherent industrialization of the 
Tennessee Valley. Unless there should be something 
miraculous around a very near corner the Roosevelt Ad- 
ministration will early embark on great programs of public 
works or the subsidization of private enterprises which are 
charged with a public interest. The Reconstruction Finance 
Corporation will be endowed with more authority and dis- 
cretion, and will operate more directly than hitherto. 

These undertakings will draw heavily on public credit 
and will necessitate large bond issues. They are expected 
to have an alleviating if not a curative effect on the busi- 
ness depression, because they will affect the industries that 
make producers’ goods as well as those that yield con- 
sumers’ goods. They will also be justified on the score 
of their relation to unemployment and its brood of 
problems. 


Unemployment Relief 


The new administration will boldly face Federal re- 
sponsibility for the relief of unemployment. Such relief 
will be planned and organized as never before. Heavy ap- 
ptopriations of this sort will not be considered as incon- 
sistent with a balanced budget. The funds necessary for 
the service of the new debt will be provided in the budget 
but amortization of long term debts will probably not be 
included. In other words, the budget, as we commonly 
think of it, will be broken into two parts: the administrative 
budget and the budget of capital expenditures. This re- 
conciliation of drastic economy in the ordinary expendi- 
tures of government with huge capital expenditures and 
guaranties will be severely criticized by orthodox economists. 

It is open to the suspicion that it provides a way for 
governmental extravagance and a persistence of really un- 
balanced budgets under the deceptive guise of providence 
and economy, and that after all the supremely important 
objective of the reassuring effect of a really balanced budget 
will be lost. It must always be remembered that so long 
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as budgets are unbalanced there is apprehension and real 
danger that they snowball into currency inflation. 

With the ranks of the unemployed artificially depleted 
and methodical provision made for dealing with the effects 
of unemployment it is hoped that a large sector of the popu- 
lation will remain patient and forbearing while slow re- 
forms of a fundamental nature are worked out. 


Deflation Must Go On—Sweetly 


The farmers and other groups belonging to the capital- 


_ debtor class will meantime be mollified by the introduction 


of systematic promotion of deflation by orderly bankruptcy 
or its equivalent. For the Roosevelt diagnosis is that the 
nature of the industrial malady is such that deflation must 
go on in order to establish a new fair level of relation be- 
tween debtors and creditors. No permanent cure is fore- 
seen in any attempt to restore the level at a higher plane 
by means of inflation of the currency or of credit. 
Deflation, however, must not, according to the plan, be 
allowed to run wild. It must be controlled by governmental 
intervention and mediation. Various laws will be enacted 
to this end, involving some of the agencies of relief already 
in existence. With the temporary use of much public 


money and credit, and with the permanent absorption of 
some more, the fixed debt of the country will be written 
down in effect if not name. Some additional lasting public 
debt will be piled up in this process. That is to say that 
private relief from debt will be gained by transferring at 
least some of the burden of individuals and groups to the 
broad shoulders of the nation. (Please turn to next page) 








If the process is 
one that will give 
consternation to 
those who dread a 
rapid swing toward 
state socialism it 
will at least promise 
the benefit of light- 
ening the burden of 
impossible fixed debt 
much more rapidly 
than was considered 
possible when it be- 
gan to be realized 
that the final way 
out of epochal de- 
flation is more de- 
flation. Be it noted, 
too, that the new 
administration is for 
the stern cure of de- 
flation (no matter 
how much sugared) 
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rather than inflation. 
Austere deflationists 
will bewail further deflation, by means of the credit of the 
national government, but none can deny that it promises 
a shorter cut to a new era of prosperity based on price 
realities. 

Serious proposals are now before Congress looking to 
the conversion of the entire home mortgage debt of the 
country, both rural and urban. It is even calmly envisaged 
by Democratic party leaders that this conversion, on an 
unparalleled scale, will leave Uncle Sam. as the owner of 
30 billion dollars’ worth of mortgages against which he 
will put 30 billions of his bonds. Mortgage interest is to be 
written down to 2 per cent, 1 per cent is to be allowed for 
amortization, and the entire mountain of debt is to be 
paid off in 46 years “without costing the government a 
cent.” What such a heroic deflation by inflation might do to 
the credit of the United States can not be foretold, but it 
is not a pleasant prospect even though its advocates are as- 
serting that it would not be in the nature of a real public 
debt any more, for example, than outstanding railway 
bonds if the government were to acquire the railways. 

But whether this all inclusive scheme of deflation of 
private mortgages by inflation of public obligations— 
contingent, at least—shall materialize or not—it must be 
held as certain that the new administration is going to 
strike boldly at the whole complex of the farm problem. 
The process will certainly test the credit of the Federal 
Government, even if the dream of being ultimately cost- 
less should not be realized. 


Count on Large Bond Issues 


A great expansion of the volume of national bonds or 
of bonds guaranteed by the Government might be supposed 
to have an effect on those obligations similar to that of over 
expansion of the currency on money. Both would become 
cheaper; money might show its cheapness in rising com- 
modity prices, booming business and riotous speculation; 
bonds might reflect theirs in falling quotations. Both de- 
clines, if progressive, would undermine the credit of the 
Government. Irflated money, with ballooning prices, 
almost invariably compels more money, which finally has 
to be the product solely of the printing press. And then 
the last mad plunge into national bankruptcy, attended by 
virtual breakdown of industry and commerce. An excess of 
bonds calls for more bonds and lower and lower prices, end- 
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banks and investors, 
; Except for the most 
routine purposes and holdover lines of credit, that credit is 
not functioning well in these times, if at all. Currency in- 
flation, they declare, is not dependable as a business stim- 
ulant, and if it does stimulate, it finally paralyzes. We have 
now a billion dollars more currency in circulation than in 
1929 and about 12 billions less credit outstanding. Nothing 
seems to thaw credit. Except for the Federal Government 
it gets daily more and more frigid. Wherefore, say the 
credit inflationists, there is nothing to do but have the Gov 
ernment become investment banker and investor, too. 


Borrowing Margin Large 


As to the ability of the Federal credit to hold up against 
considerable additional issues, it is contended that in the 
present doubting mood of banks and investors concerning 
all else than Uncle Sam, the market for “Governments” 
is almost without limit. The total of Federal obligations 
now is about 21 billion dollars, at the peak of the war debt 
in 1919 it was 26 billion dollars, although on the latter oc 
casion the country was in a period of great business ac: 
tivity. Outstanding credit of the Federal Reserve Banks 
was five times as great as in 1917, while the loans and in: 
vestments of member banks had doubled. This theory asx 
sumes that capital will keep on going into U. S. issues, 
regardless of business conditions, until confidence is re: 
stored in the private business structure; and that faith in 
the Government of the United States can not be shaken. 
But in any event, the bond inflationists hold, the time has 
come for audacious measures, even though attended by 
great risk. The choice, they argue, is at the worst, be 
tween a painful depletion of what business remains and a 
quick smash. 

The incoming administration is represented as feeling 
that in these changing times nothing is so, simply be 
cause it was so last year. At almost any time the ingredi 
ents of psychology and fact may come into constructive 
union. With the Federal Reserve pursuing its liberal dis 
count and open market policy and with converting oper 
tions and direct issues putting large quantities of quick 
assets into the hands of banks and individuals the credit 
situation will become internally highly fluid, it is claimed. 
At such a time, if public confidence is restored (Mr. Roose 
velt has been impressively advised). the actual process of 

(Please turn to page 548) 
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Lower Rates 


Further Regulation 


Capital Adjustments 


New Trends in Public Utility 


Regulation Face the Investor 


What Will the Outcome Mean to Security Holders? 


By M. Davin GouLp 


§ this is read, President-Elect Roosevelt assumes his 
office. Both as Governor and as candidate for the 
Presidency he has expressed a definite viewpoint 

toward the utilities. From the standpoint of the investor 
in utility securities, what does this policy mean? Is it in 
line with the trends in the other regulatory bodiés, the 
State Commissions, the Federal Power Commission, and 
the courts? How is it likely to affect the earning power of 
utility investments? 

In September of last year, the President-Elect issued an 
eight-point program on the public utility question, the most 
important features of which may be summarized under 
three main heads: 

1. Publicity as to the important data of public utility 
operation and finance. 

2. Regulation and control of holding companies by thz 
Federal Power Commission. 

3. The principle of “prudent investment” is to be 
established as the 
guiding principle r 
for both rate mak- 
ing and che regu- 
lation of security 
issues. 

Passing over 
the first item, 
which will un- 
doubtedly be 
beneficial and is 
in line with cur- 
rent tendencies in 
most fields of 
finance, what 
may be looked for 
from the regula- 
tion of holding 
companies by the 
Federal Power 
Commission? 

In the first 
place, like every 
other Govern- 
ment bureau that 
ever was created, 
the Power Com- 
mission has been 
steadily  extend- 
ing the scope of 
I$ activities and 
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Acme Photo 


Temporary Structure at Hoover Dam—Just Above Dam on Right Bank of 
River is Entrance to Diversion Tunnel Through Which River Now Flows 


powers. Originally concerned largely with the issue of 
licenses for the development of water-power on navigable 
rivers, it is becoming more and more a super-Public Service 
Commission. 

It has put itself on record with a somewhat more limited 
proposal, asking for the right to control holding companies 
which have relations with operating companies which hold 
licenses from the Commission. But it also wants the Gov- 
ernment to regulate the movement of electricity in inter- 
state commerce, and to regulate holding companies (not 
necessarily through its own agency), on behalf of cus- 
tomers and investors; in addition, it has pronounced itself 
favorably on the question of “prudent investment” as the 
basis of valuing net investment. 

The state commissions, on the other hand, as may well 
be understood, have expressed little enthusiasm for further 
Federal intervention in utility regulation. So far as the 
courts have expressed themselves, they have tended to sug- 

gest that utilities 
ram exhaust the possi- 
fe bilities of the 
state courts be- 
fore appealing to 
the Federal 
courts, a tend- 
ency which does 
not seem to favor 
greater participa- 
tion of the Fed- 
eral Government 
in utility regula- 
tion. 

Only two or 
three years ago, 
most utility men 
expressed the 
opinion that state 
regulation of op- 
erating companies 
was sufficient for 
the protection of 
the public. The 
operating com- 
pany, after ll, 
can charge only 
such rates as the 
state commissions 
permit; what dif- 
ference does it 
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make, therefore, who owns the stock of the operating com- 
pany, whether individuals or corporations or holding com- 
panies, since it cannot charge any higher rates on account 
of the fact that its stockholders are holding companies rather 
than individuals? 

Yet in July of last year, when the Federal Power Com- 
mission (appointed, it must be remembered, by President 
Hoover, and therefore not necessarily expressing Roosevelt 
policies) proposed Federal supervision of holding com- 
panies, representative utility leaders at a meeting in New 
York not only approved the proposal, but 
added that if it had been adopted some time 


if not numerous, failures among the unregulated holding 
companies. 

Admitting the necessity of regulating holding companies, 
the state commissions have been taking the attitude that 
this regulation should be carried on by State rather than 
Federal bodies. The proposal has been made from their side 
to regulate the relations between operating and holding 
companies from the bottom, i.e., from the operating com 
pany up, instead of from the top, i.e., from the holding 
company down. Concretely, if there were a question of 
the propriety of the management contracts 
between a holding company, doing business in 





ago it would have averted certain receiverships. 

Why was there this change of front? Essen- 
tially because the relentless blows of the crisis 
in the past two years have exposed a number 
of weak spots—not universally, not even gen- 
erally, but in sufficient number to call for 
action—in the relation between operating com- 
-panies and the holding companies to which 
they belong. It has turned out that in too 
many cases, this relation has been so complex 
and interrelated that it has given rise to abuses 
in the conduct of the operating companies, 
against which the regulatory methods now 
available to the state commissions have been 





a dozen states or more, and its operating sub- 
sidiaries, the contract would be checked on the 
basis of the payments made in each state by 
the companies operating within the state, 
rather than by a Federal authority examining 
the books of the holding company itself. This 
would be a form of indirect regulation of the 
holding companies, which takes account of the 
limitations under our laws of the jurisdiction 
of state authorities. 

Federal authorities, too, have great indirect 
power over the holding companies, even under 
present conditions. In October, for example, 
one of the largest and best-managed holding 
companies was examined by the Federal Trade 








inadequate. 

The holding company is a legitimate and 
even necessary part of the public utility structure when 
it permits the parent company to raise money for the sub- 
sidiaries on better terms than they could obtain standing 
alone, and when it enables them to participate in the 
benefits of a higher grade of engineering and management 
skill than they could afford individually. It does, however, 
make it possible to build up big speculative structures with 
very little real equity in the properties, by the process of 
pyramiding, i.e., borrowing from the public through a suc- 
cession of holding companies one on top of the other. This 
permits the management to control huge properties without 
the feeling of responsibility caused by a substantial invest- 
ment of its own, besides resulting in the issuance of a great 
number of poorly-protected securities. 

More than this, in some cases there has been what is 
called “upstream” financing, ie., the operating companies 
have been compelled to borrow money for the benefit of 
the holding company, instead of vice versa, or of another 
company in the same group; sometimes they have even 
mortgaged their properties or overborrowed enough to 
threaten their financial position for this purpose. In a few 
cases, excessive dividends have been paid by the operating 
company to the holding company, weakening its surplus 
and reserve position, and starving its depreciation and even 
maintenance. Sometimes the operating company has had 
to sign burdensome management contracts providing for 
heavy fees to the holding company or to interests affiliated 
with it for financing, engineering, and management fees. 
Sometimes the holding company has advanced money to the 
operating subsidiary on open account and bled it by charg- 
ing exorbitant interest rates. 

Investigations, which have been both numerous and 
drastic in recent years, have shown that most of the 
reputable holding companies have not engaged to any im- 
portant extent in such practices. But enough has been 
disclosed as a result of the crisis to make the utility men 
themselves, to a great extent, wish to have the possibility 
of such abuses prevented, even if it means further extend- 
ing the powers of another Government bureau. 

It is a significant fact that not a single important gas, 
electric or telephone operating company has failed since 
the depression, while there have been a few spectacular, 
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(not Power) Commission, and a good deal of 
attention was paid to the question of the fees payable to 
the management and engineering subsidiary of this com 
pany under management contracts with its operating sub- 
sidiaries. Nothing incorrect or improper was brought out 
by the examination, and no specific action was proposed. 
Yet the following month, this company, together with sev. 
eral others, of its own initiative revised its contracts with 
the operating subsidiaries so as to provide them with man- 
agement and engineering services at cost, representing a 
substantial saving over the preceding arrangements. 


Trend Favorable for Investor 


On the whole the attitude of the regulatory bodies must 
be considered to have changed for the benefit of the in- 
vestor from that generally held two or three years ago. 
At that time, regulation and reform of public utility 
methods was often represented somewhat in the fashion of 
St. George attacking the dragon; the whole emphasis was 
on the possible dangers of the holding company device; 
on the dangers of excessive rates and ‘excessive profits. 

Now, some of the weaknesses but also a great deal of 
the strength of the holding company structure have been 
tested by the depression, and on the whole, they have stood 
the test well. 

More important, the emphasis has been shifted away 
from the income side of utility operations, from rate-making 
and disputes over valuations and attempts to prove that 
certain utilities were making excessive profits, to the ex 
pense side of the ledger, to those weaknesses of holding 
company practice which have in the past, and in certain 
cases only, reduced the financial strength and earning power 
of both operating and holding companies. 

This is undeniably a more constructive approach to the 
whole question of utility operation, and should tend 0 
strengthen the investment merit of utility securities as 
whole, whatever hardships it may work in individual in 
stances. 

For example, the Wisconsin Public Service Commission 
last July, ordered seven power companies to stop paying 
dividends, but at the same time asked for their salary lists 
to see if they were carrying any excessive or improper bur 
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dens. When, as and if dividends are resumed on these 
stocks, they will undoubtedly be on a sounder basis than 
before. 

In Alabama, the Public Service Commission has ruled 
that operating companies cannot pay dividends on their 
common stock, or management fees on their contracts with 
holding companies, without the consent of the Commission. 
This likewise should turn out to be a constructive move 
in the long run. 


Rates and Valuation 


On this vital point there has been a good deal of appre- 
hension among investors. In certain state commission 
circles there has been a tendency to demand a reduction 
of rates “in accordance with the trend of the times.” In 
Kansas, for instance, the Public Service Commission ordered 
346 utility companies to reduce their rates last year. In 
Wisconsin, the Commission ordered an immediate reduc- 
tion in telephone rates. 

But there are certain additional elements which should 
not be overlooked. In the first place, power companies 
have for many years tended to reduce their rates volun- 
tarily, usually not so much directly as by instituting rate 
structures which resulted in lower rates the higher the con- 
sumption of power. 

Last year, 12 billion kilowatt-hours were sold to domestic 
consumers against 11.7 billions in 1931, an increase of 
nearly 3 per cent. The average revenue per kilowatt-hours 
declined from 


preme Court, a fundamental question in rate-making is the 
valuation of the property invested by the utility company. 
The law requires that the rates be such as to allow of a fair 
return on a fair:waluation. Consequently one of the most 
important questions confronting the utilities will be, as it 
has been for years, the question of how these valuations 
will be determined. 

The two major schools of thought on this question have 
been: 1. The original investment should determine the 
value, and 2. the amount that it would cost to duplicate 
the investment at the present time should be regarded as 
the fair value. The most popular variation of the first 
method is the “prudent investment” principle, that is, not 
merely what the property originally cost to build, but 
what it should have cost if the original capital had been 
prudently invested. The second theory has taken the form 
of “cost of reproduction new,” and the courts have ruled 
that this cost must be given weight in determining the 
valuation, although they have not specified exactly how 
much weight must be given to it. 

When prices are going up, the cost of reproduction new 
will be higher than the original or “prudent investment”; 
when they are going down, the prudent investment or 
original cost will be higher than what it would cost to 
reproduce the properties new. The higher the valuation 
used as a basis for rate-making, the higher of course will 
be the rates and consequently the rate-base. 

Up until the end of 1929, prices were in general rising, 
and the companies were making every effort to have the 
“cost of repro- 
duction new” 





5.80 cents to 
5.58, a drop of 
3.8 per cent. Be- 
cause of the in- 
creased domestic 
consumption, 
however, dollar 
revenues declined 
only 1.34 per 
cent, from $679,- 
000,000 to $670,- 
000,000. In more 
normal years, the 
same tactics of 
decreasing rates 
and increasing 
consumption have 
resulted in a net 
increase in dollar 
revenues. 

In the second 
place, all the 
usual legal and 
constitutional 
safeguards of the 
Operating com- 
pany against con- 
fiscatory rates re- 
main in full force, 
and the reduc- 
tions ordered by 
state commissions 
are necessarily 
subject to legal 
review. 

But, according 
to a long series of 
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given as much 
weight as pos 
sible, to have as 
large a rate-base 
as possible, and 
they succeeded in 
winning over the 
courts to their 
point of view to 
the extent indi- 
cated. 

If the courts 
and the regula- 
tory commissions 
are to hold on in- 
flexibly to this 
point of view, 
under conditions 
of falling prices 
the companies 
will obtain a 
lower valuation 
than if the origi- 
nal, prudent in- 
vestment were ac- 
cepted as the 
base. Conse- 
quently it is to 
their interest, 
under present 
conditions, to 
have prudent in- 
vestment recog: 
nized more and 
more as a factor 
in determining 
the valuation or 
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Still Flying High 


HE aviation statistics for 1932, just issued by the 

Assistant. Secretary of Commerce for Aeronautics, 

show that the industry's activities have continued to 
expand despite the presence of acute depression. The 
figures show a gain of approximately 18,000 passengers 
during 1932 on American commercial air lines, the total 
being 540,000, against 522,681 in 1931. Air express in- 
creased from the 1931 total of 1,151,348 pounds to 1,600,- 
821 pounds. This included more than 500,000 pounds 
transported on foreign extensions of American lines. The 
industry is making progress in various directions, especially 
in the addition of new routes and the establishment of 
added port facilities. The dry figures of passengers and 
express carried serve to remind us of the remarkably rapid 
progress of a new industry whose growth we already are 
inclined to take for granted. Perhaps the next period of 
prosperity will establish aviation on its own financial feet, 
without the need of further Government subsidies. 


Productive Efficiency at New High 


With more than 10,000,000 individuals out of work and 
with total production at an abnormally low level, it is 
difficult perhaps to derive any comfort out of the fact that 
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such industrial production as we have 
is being done on the most efficient basis 
ever known. In short, the output per 
man-hour in our manufacturing plants 
during 1932 was approximately 20 per 
cent greater than in 1927 and 12 per 
cent greater than in 1929. These esti- 
mates are announced in a study made 
for the National Bureau of Economic 
Research by Dr. Frederick C. Mills of 
Columbia University. Increased per 
man-hour output, according to Dr. Mills, 
is due to the laying off of less efficient 
workers, the retirement of inefficient 
equipment, the closing of unprofitable 
plants; and the concentration of more 
efficient men, working shorter hours, on 
improved equipment. The forces at 
work may be expected to persist if busi- 
ness recovery, as seems probable, proves 
to be gradual and slow. A fast upturn, 
should it occur, would bring back into 
production workers and machines of less 
than maximum efficiency, resulting in a 
decline in average productivity. The 
physical output per wage earner in 1932 
is estimated in this study at 14 per cent 
under that of 1929 but, due largely to 
part time work, the actual working week 
has declined from 48 hours in 1929 to 
37 in 1932, a drop of 23 per cent. Un- 
fortunately, no genius has come forward 
with an equally efficient scheme of dis 
tribution of the products which we turn 
out with such apparent ease. 


Borrowing Loses Its Attraction 


The preliminary 1932 report, of the 

Household Finance Corporation, one of 
the country’s largest personal finance companies, indicates 
that the American public is getting out of debt and, both 
through necessity and desire, is following an increasingly 
conservative course in contracting new obligations. At the 
close of 1932 the loans outstanding to customers in the 
company’s 151 branch offices numbered 305,396 and totaled 
$39,347,208, as compared with 321,198 accounts totalling 
$45,681,926 at the end of the preceding year. The sharp 
shrinkage of national income in 1932 is reflected in the 
largest charge-offs in the company’s history, loans written 
off as uncollectible amounting to $2,200,000, as compared 
with $960,649 in 1931. Most borrowers, the report adds, 
were willing to pay, but because of loss of employment were 
unable to. : 


Solicitude For The Commuter 


Some weeks ago the New Haven Railroad established a 
“counter car” on one of its popular commuting trains to 
provide breakfast, at low cost, to such daily sufferers as failed, 
for one reason or another, to get breakfast at home. This 
innovation is now followed by the introduction of low- 
price, no-tipping dining cars on two expresses between New 
York and Springfield, Mass. In the words of the road's pub- 
licity agents, it is now possible for a traveller on “the 
Bankers’ Express to step into the diner and get coffee and 
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, doughnut for 15 cents.” Moreover, he will be served 
by a Negro waitress dressed in a uniform to match the color 
sheme of the car, instead of by the familiar white-uni- 
formed waiters. What the significance of the latter change 
may be is somewhat puzzling, but it is pathetic to think 
tht some bankers apparently have been reduced to a 
dining-car fare of coffee and doughnuts! Since the average 
commuter has no alternative except to commute on the 
road's terms, he probably would gladly swap the minor 
comforts now offered him in return for a rate of passenger 
fare more in keeping with both his reduced income and the 
general decline in the cost of living. 


Tis An Ill Wind That Blows Nobody Good 


This is the age of economy and quiet living, when Ameri-. . 


cans stay home for a change and get acquainted with the 
family and the neighbors. Bridge and other parlor fascina- 
tions have probably never been more popular. We have 
sen no report to indicate whether this has helped the 
manufacturers of playing cards, but it is evident that any 
increase in volume is accompanied by exceptionally low 
prices. In general, the adult game industry is thriving, a 
recent display of the Toy Manufacturers’ Association hav- 
ing shown an increase in designs of more than 50 per cent, 
as compared with the display of a year previous. Sales of 
adult games in 1932 are estimated at $30,000,000 and 
probably gave work to 50,000 individuals, as compared 
with 15,000 so employed in 1929 when home was merely 
a place for the family to return to after seeking amuse- 
ment elsewhere. The jig-saw puzzle, the newest fad, is 
estimated to have pulled in $10,000,000 in 1932.° It prom- 
ises to be a profitable business for manufacturers and news- 
boys until the next fad comes along. The jig-saw puzzle 
is really not new, but a revival, dating back to the early 
Egyptians. The back-to-the-home movement has served to off- 
set an otherwise larger shrinkage in domestic’ consumption 
of electricity, but has played an adverse part in restricting 
the use of automobiles and in cutting down the receipts of 
the movies, the theatre and commercial sports events. 


ihings to 
Think About 


A New Speculative Medium 


_ Many and varied are the things that human beings trade 
in, but it is something of a novelty when people begin to 
trade in the passbooks of closed banks or of ‘banks and 
building and loan associations which have restricted with- 
drawals. This is an off-shoot of depression which has come 
to light thus far especially in the State of Ohio. As an 
opportunity for speculation it has evidently been subject to 
much abuse. The Ohio State Department of Securities 
is authority for the statement that unlicensed and irre- 
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sponsible brokers and agents have done a large business in 
buying passbooks at tremendous discounts from persons in 
financial distress, notably in Cleveland and Youngstown. 
Prices paid have ranged from 25 to 75 cents on the dollar. 
There is a market for building and loan passbooks among 
individuals indebted to such organizations, for in some in- 
stances the passbooks are worth 100 cents on the dollar 
when applied to mortgages. Fortunately, licensed brokers 
are now taking up the trafic. The Youngstown Stock Ex- 
change will publish daily quotations on passbooks and 
licensed brokers will charge a commission of only 1 per cent 
for handling such transactions. 


Public Economies Hit The Utilities 


A depression-forced increase in the practice of economy 
by individual and municipal consumers of electricity is re- 
vealed in an analysis of the December electric output fig- 
ures. In that month the domestic consumption of elec- 
tricity was down 2.2 per cent from the corresponding 1931 
month and the corresponding shrinkage in use of electricity 
for municipal street lighting was down 7 per cent. De- 
cember was the second month in the long history of the 
utility industry to see a decline in domestic demand, the 
first break in a 50-year upward trend having come last 
November with a shrinkage of 0.2% from November, 1931. 
As late as July, 1932, municipal consumption had main- 
tained the uptrend that one might expect from free-spend- 
ing public officials, such demand in that month being 5 per 
cent above that of July, 1931. Thereafter the pressure 
of economy began to be felt. Since there is no more essen- 
tial service than municipal street lighting, it is open to ques- 
tion whether the present decline can or should be carried 
much further. As will surprise no one, December indus- 
trial consumption was 15.8 per cent under the 1931 figure. 


Investment Trust Safeguards 


It is probable that a sound idea has never been more 
wantonly prostituted than was the in- 
vestment trust idea at the height of the 
craze in 1928 and 1929. In many cases 
they were a dumping ground for their 
sponsors, unsalable issues. Is there any 
wonder that when the crash came no 
class of security suffered more severely 
in price? The situation, however, is 
being remedied. The first steps took 
the form of “fixed” trust on the theory 
that the record of management was so 
bad that it were better to have no man- 
agement at all. But this opened the 
way to excessive loading charges, and 
had in addition inherent disadvantages 
in substituting mechanical operation for 
Now the management trust is fast re- 
turning to favor. More recently, trusts have been formed 
which, appear to truly safeguard the investor. Among 
the constructive provisions is a limit to the amount which 
can be invested in any one security, a prohibition against 
pledging the trust’s assets, and the disallowance of short 
sales. In addition, it is provided that the trust shall buy 
in its own shares at their liquidating value, less small 
charges, at any time; and finally, that securities sponsored 
by the firm which is sponsoring the trust shall not find their 
way into the trust’s portfolio. 


human judgment. 
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He Gives His Views as Security-Holder, Shipper and Taxpayer 


As Told to 
THoMAS CALVERT McCLary 


How the Investor Looks at the 
Railroads 


After Reading the Report of the National Transportation Committee. 








Transportation Commit- 

tee! If its report is not 
of revolutionary essence, at 
least it crystallizes conserva- 
tive, unprejudiced _ public 
opinion. With the report as a 
starting point, there is no 
longer reason for procrastina- 
tion and _non-constructive 
argument and counter argu- 
ment. For three years as 
a shipper, investor and every- 


(Crags for the National 


Those interested in the outlook for the rail- 
roads—and this includes nearly every insur- 
ance policyholder and savings depositor as 
well as those who own rail securities—will find 
much food for thought in the terse and critical 
appraisal of the transportation problems, as 
expressed in this unusual article. 


forms of transportation inj 
stead of absorbing them 

a few of the leading railroa 
have done. I know that cer’ 
tain railroads are even now 





carrying on lobbies again 
truck and airway activities and 
I know that at least one 
group of airplane companies 
and one group of steamship 
companies are retaliating with 
lobbies of their own. And | 
feel pretty sure that in th 








day citizen, I have had trans- 
portation propaganda dinned 
into my consciousness from every angle. Above all else, I 
have been impressed with the necessity for immediate ac- 
tion. I have waited in vain, and grown a little suspicious of 
a twenty-billion-dollar industry which can find no voice. I 
wonder why the nation’s largest industry has not the power 
to express progressive views for its own good; whether or 
not it has any such views. I have grown skeptical of rail- 
road intelligence as the railroads have milled about like 
cattle looking for the leaders after a stampede. I wonder 
why the formation of the National Transportation Com- 
mittee was necessary in the first place. Certainly, the rail- 
roads are primarily in the transportation business and might 
have prepared a similar report well over a year ago. I 
would like to see them do a little more active planning and 
a little less passive pleading. Whips for procrastinators! 


Optimist and Pessimist 


I am both optimistic and pessimistic as I view the rail- 
roads’ future. The first because I believe that the public 
has the greatest opportunity to bargain with the railroads 
that it has ever had. It has the opportunity not only to put 
them on their feet once and for all but to require of them 
a type of service and progressive management that will 
meet the demands of the most disgruntled. I am pessimis- 
tic because I fear the influence of railroad defeatism and 
what seems to me to smack of pig-headedness. 

Taking into account that the railroads are heavily chained 
by restrictions and legislation, I still cannot understand their 
apparent inability to get together and decide upon a pro- 
gram of action which will benefit themselves and the na- 
tion. I cannot understand why they are fighting other 
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ultimate I will pay for this 
opposition in cold dollars and 
cents if not in potentially deficient transportation as well. 

I am no rate authority, but as a business man I know that 
the railroads are losing a good share of my shipping by 
their stubborn adherence to higher rates. They are losing 
a great deal more if good will and respect have any value. 

It does not seem to me that the railroad problem is 
complex, but rather that nobody has done much about it. 
To my way of thinking, it should be the railroads own job 
to settle their own difficulties. No government is helping 
me to float the losses in my own business, particularly thos 
arising from my ambitious expansion plans of 1927-1929. 
However, from my seat as Pontius Public I am willing t 
be lenient, although I am quite aware that my grandfather 
dropped several thousands in “good as gold” rails back in 
1873, that my father faced substantial losses in 1907 and 
that I am liable to take a whacking good scale-down 
present holdings. The point is that if I, a user of, and 
investor in, the railroads, am willing to hold open minded 
views and compromise against my own selfish interests 
then the railroads should be willing to some extent to do the 
same. After all, the things that I am after are certainly 
possible of achievement, ultimately if not now. 















No Government Ownership 






Specifically, I want, first, the best transportation po 
sible at the lowest cost; next, comparatively steady and re 
liable security values; and last, an assurance that I wil 
not have to hold the bag for railroad indebtedness ever) 
decade or so. I don’t relish the idea of government owner 
ship—eventually it might lead to my having to eat goveft’ 
ment-raised spinach—but I would perfer its colossal co 
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and probable inefficiency to presenting my progeny with 
existing chronic railroaditis. True, if I, and sixty million 
voters like me, had made possible the laying by of sizable 
reserves during the 1920 decade, it is possible that the rail- 
roads might not now be facing such grave difficulties. How- 
ever, a perusal of earnings for that period shows that some 
railroads poured their 7% and 8% and 9% earnings out 
recklessly into dividends when there was a glaring need 
to amortize funded debt and lay by reserves. I am a little 
suspicious that some influential managements have guided 
dividends for stock speculative purposes. 


Where My Interests Lie 


Obviously, I must consider the railroad problem from 
many angles. I have a few railway bonds, and I also hold 
railroad stocks. I would like to see them worth their face 
value, but not to the extent of placing any false value upon 
them. As a shipper, I want low freight rates, and I know 
that those rates are influenced by the funded debt of the 
road. As a taxpayer I do not wish to see my taxes used in- 
discriminately to float top-heavy railroad capitalizations. 
Purely as a business man and one of the public, the most 
important factor to me is getting the problem settled in 
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the near future. Perhaps unreasonably, but in tune with 
most of my fellow citizens, I want a new deal overnight. I 
want to get as much from my railroad investments as pos- 
sible, but not take profits with one hand while I hand them 
out, through taxation and high freight rates with the other. 
Actually, I’m not nearly so concerned with the flat losses 
I may have to take as government and railroad executives 
seem to think. If I’ve been a fool, I'll pay the piper and 
begin over. But it does annoy me to be told ‘that a certain 
bond is actually worth its face value when I can get only 
a 50% loan on it at the bank. I keep asking myself what's 
happened to the other 50%. Foolish, perhaps, but that’s 
my attitude and at such times I don’t give a hoot for rail- 
road problems, legislation, taxation, competition or gov- 
ernment interference. What I want is penny for penny 
security and to know where my 
investments stand. If I have to 
write off losses to get that, it’s 
unfortunate, but I will do it. 
-Let’s see, quite selfishly, 
just where my interests do 
lic. I have five thousand in- 
vested in railroad mortgage 
bonds and a twenty-thousand 
dollar insurance policy, the 
rail equity of which is approxi- 
mately twelve hundred. I have 
four thousand dollars in my 
savings account, and as the 
bank’s rail holdings are about 
5%, two hundred dollars of 
mine is tied up in rails there. 
That makes a total of six 
thousand four hundred dollars 
of mine tied up in railroad 
bonds. I should say that their 
markét value is in the neigh- 
borhood of four thousand five 
hundred dollars. Against that 
I have common stocks which 
cost seven thousand and are 
now worth about fifteen 
hundred. There is an immi- 
ment likelihood that all or a 
substantial share of my stock 
interests may be wiped out 
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during reorganizations under existent laws and practices. 
Then where do I stand? Probably my bonds will go up a 
couple of points, but the railroad will still have the same 
heavy burden of funded debt to meet, and as a result some 
future reorganization may force a scale down of my bond 
holdings anyway. In the meantime, the railroad is little re- 
lieved, excepting for the immediate present, and freight 
rates must therefore continue to be high. I should vastly 
prefer to see the bond interests scaled down say, 10% 
or 20%. I have sufficient faith in my bank and insurance 
company to believe they could stand to write off the loss. 
I know I could, for on market values, the loss has already 
been more than written off. If there are future profits, I 
will no doubt benefit through stock dividends. In the 
meantime the railroad is in a much stronger position and 
would even be able to reduce rates and stimulate commerce. 


Debt Adjustment 


In the optimism of some future period of prosperity I 
might be inclined to demand dividends rather than allow 
the road to amortize its funded debt. But I am hoping that 
for my own and the country’s good, whatever reorganiza- 
tion of the national railroad structure takes place this year, 
will provide for the retirement of debts in place of what 
seems to me the bad business practice of merely renewing 
them. 

I think that the general objections of the railroads to 
newer forms of transportation is in no small part due to 
the fact that managements are not only attempting to pro- 
tect the investments of today, but the investments of twenty 
and thirty and forty years ago as well. It has been sug- 
gested, and it seems to me a meritorious idea, that further 
Reconstruction Finance loans to shaky roads should be made 
only in conjunction with voluntary reorganization scaling 
down the funded debt. On the other hand, if such volun- 
tary reorganizations take place, private capital will be made 
available at 4% and 414% in place of the government loans 
costing 6. The savings would be tremendous. 

The president of one rail- 
road assures me that only the 
loss of traffic due to the re- 
cession is responsible for his 
railroad’s failure to make fixed 
charges for 1932. He paints 
a roseate future. But I 
strongly doubt him. He antici- 
pates no future reduction of 
rates, no increases in competi- 
tive transportation and ignores 
any further decentralization 
of industry, increase of power 
lines or shifting of industrial 
centers. He says that his road 
is not over-capitalized and 
that equipment is quite mod- 
ern and serviceable. In spite of 
the fact that his road is very 
efficiently operated, I doubt © 
him again. I believe that 
within the next twenty years 
his outlays for new equipment 
and radically new methods of 
transportation will be stagger- 
ing. If the equipment is not 
obsolete at the moment, I be- 
lieve that much of it will be 
the minute the railroad in- 
dustry finds an Edison. The 

(Please turn to page 547) 








q How Long Should Any Company Continue to Pay An Un- 
. earned Dividend 


The Corporation’s Responsibility 
to Its Shareholders 


An Interview with 


E. J. CornisH 
Chairman of the Board, National Lead Co. 


HAT is the sound policy re- 

garding the payment of divi- | 

dends, unearned or partially 
unearned?” THE MAGAZINE OF WALL 
STREET asks me. 

This is a question that cannot be satis- 
factorily answered by itself. -:It is in- 
timately bound up with the, permanent 
dividend policy of a company.’ What a 
corporation can or should do about divi- 
dends today depends considerably upon 
what it did about them ten years ago, and 
during the intervening years. 

Take the case of our own company, as 
an illustration: During the lush war years 
and the fat ones that followed the depres- 
sion of 1920-21, I always felt that all 
business was on an unstable foundation, 
and that a reckoning and readjustment 
must come sooner or later. To mention 
only one phase of the instability, there 
was the disequilibrium between agricul- 
tural and manufacturing industry brought 
about by the World War and its con- 
sequences. It was evident that manufac- 
tures could not indefinitely continue highly 
prosperous when the majority of the peo- 
ple of the world were steadily losing pur- 
chasing power. It seemed inevitable that the two groups 
must find a new common level of exchange. 

If corporation officials and directors took that view it is 
obvious that their plainly indicated policy was nof to make 
dividend disbursements commensurate with the current 
earnings. For the determinatioh of dividend rates was then 
not only a matter of distributing current profits but of 
' conserving the strength of the'corporation against a fore- 
seen period of trial and stress’ We had to consider not 
only the return on the shares, but also the value of the 
shares and the vitality of the company. Golden eggs are 
good, but the goose is entitled to consideration’ by those 
who gather the egg:. 

Manifestly, those corporations which were careful not 
to make the dividend disbursements that would have been 
justified by the isolated facts of a year or several years 
are in a different position today than those which paid 
out as they earned. Inasmuch as they did not measure their 
dividends by current earnings in times of surplus they may 
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now not be required to consider only 
deficits in a period of losses. But as the 
lean years grow in number there comes a 
time when the best fortified corporations 
must consider whether to omit dividends, 
even though reserves are sufficient to 
permit them. 

The decision really pivots on what a 
conscientious management thinks is the 
best for the shareholders. On the one 
hand it must be remembered that many 
stockholders are dependent for their live- 
lihood upon the income from their stocks. 
They are not  speculators—they are, 
rather, comparable to savings bank de- 
positors. | No director with a spark of 
humanity can coldly vote to take the 
means of existence away from a trusting 
and confiding member of his company. It 
was really to protect the conservative in- 
vestor that dividends were curtailed in the 
prosperous past, and so, now, his protec- 
tion requires utmost endeavors to main- 
tain dividends. But no dividend is justi 
fied if it involves risk of impairment of the 
company’s position, for that means, also, 
impairment of the shareholders perma: 
nent stake. 

As to the point our own company has reached relative 
to this rule, is it pertinent to quote from our last annual 
report, December 1, 1932. 

“We are in hopes that the decrease in controllable ex- 
penses, the more stable condition in metal markets, and an 
improvement in business may enable the company to main- 
tain a 5 per cent dividend on its common stock. * * * A 
decrease in the dividend rate on the common stock would 
be most regrettable but must be made unless there is an 
improvement in earnings.” 

This means, I should say, that hereafter this company 
will determine its common stock dividend policy entirely 
according to current circumstances—according to present 
earnings rather than past earnings. 

Preferred stock is what its name implies. The same rules 
do not apply to it as to common stock. We have always 
paid the preferred dividend and, as the annual report said: 
“Nothing but dire necessity would cause the dividend on 

(Please turn to page 548) 
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Bond Market's Action Suggests Caution 


Liquidation Drives All Grades to Lower Levels 


unexpected declaration of a 

“banking holiday” in the state of 
Michigan and the resultant increased 
pressure upon the banks, the bond mar- 
ket has experienced a relatively sharp 
reaction. At this writing, indeed, 
average quotations have cancelled vir- 
tually all of the hopeful recovery of 
early January and are close to the lows 
of December. 

The reasons for this change are 
almost too obvious to require comment. 
While all classes of bonds have de- 
clined, the pronounced weakness of 
United States Government issues and 
of some of the high grade utilities and 
rails reveals clearly that the bulk of 
the liquidation has come from banks. 
With currency circulation at a new 
high for the depression and with public 
sentiment once more disturbed, there 
is no alternative but for the banks to 
liquidate a portion of assets both to 
meet increased deposit withdrawals 
and to protect themselves from 
possible emergency. 

The decline has carried the ma- 
jority of United States Govern- 
ment obligations to new lows for this 
year, yet, in view of the previous 
artificially high level of this group, 
the scope of the movement can not 
be considered serious. It does for 
the time being hamper Treasury 
financing to some extent, barring a 
contemplated issuance of a moderate 
volume of semi-long-term bonds 
and forcing at least some increase 
in the very low rate at which short- 
term financing has recently been 
done. 

High grade utility bonds, such as 
those of American Telephone, Con- 
solidated Gas and Brooklyn Edison, 
and leading rail issues, including 
those of Atchison, Chesapeake & 
Ohio, Pennsylvania and Union 
Pacific, have suffered declines rang- 
ing from 3 to § points, The specu- 
lative and semi-speculative rails and 
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utilities have followed the general 
reaction. 

Unfortunately, it is not possible at 
this time for anyone to measure the 
actual significance of such renewed 
banking stress as has developed. It is 
to be hoped that the Michigan “situa- 
tion” can be localized, and perhaps it 
will be, ‘but emergency legislation in 
several states and proposed Federal 
emergency legislation under ~ which 
bank withdrawals can be legally re- 
stricted can scarcely fail to raise a 
question as to whether such remedy, 
even though theoretically sound, may 
not further curtail public confidence. 

As a practical matter, the only worth 
while clue to the outcome of the pres- 
ent banking difficulty is to be found in 
the weekly figures of currency in circu- 
lation, which recently have shown 
abnormally large increase. The story of 
this index in coming weeks should go 
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far toward revealing whether the 
present squall is to be of brief dura- 
tion. Meanwhile, long-term investors 
holding sound bonds can only be ad- 
vised to continue holding them. Fresh 
purchases of any bonds under present 
conditions of uncertainty, however, 
may well be deferred. 

It must be noted that recent banking 
developments cast considerable doubt 
on the power or ability of the Recon- 
struction Finance Corporation to sup- 
ply adequate support to the weak links 
remaining in the banking structure. 
Possibly we are coming to a change or 
modification of the past policy of at- 
tacking the problem chiefly by Federal 
loans. The alternative may be for em- 
barrassed banks to continue to operate, 
forestalling runs under legal restriction 
of withdrawals and possibly with seg- 
gregation of frozen or slow assets. Thus 
it would be possibly to maintain a par- 

tial liquidity in old accounts and a 

complete liquidity in new de- 

posits. 

While rail bonds have fared no 
worse than most other groups in re- 
cent trading, it is evident that their 
market position has certainly not 
been helped by the recent much dis- 
cussed transportation report. This 
throws new emphasis upon the vari- 
ous difficulties confronting the rail- 
road industry, points to the need of 
capital reorganization in certain 
situations and even toys with the 
disturbing idea of setting up one 
vast rail system for the country. 
There is little in it which may be ex- 
pested to speed solution of the prob- 
em. 

In the foreign list German bonds 
have again sagged moderately re- 
flecting the steadily increasing politi- 
cal uncertainty apparent in that 
country as its national election ap- 
proaches. There is a grave danger 
that the election, whatever the re- 
sult, may not bring political peace 
but only more disorder. 
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praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues men- 
tioned do not constitute recommendations, although the 
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relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
funded ofthis times earnedt Price 


Company debt issue 


ee 
(mil’ns) (mil’ns) 1981 1982E Recent Maturity 


Yield to COMMENT 





Atchison, Topeka & Santa Fe Rly. 
General 4s, 1905 ............ Lasoo swears 
Adjustment 4s, 1996 51 
Conv. Deb, 4%s, 1948 28 


x California-Arizona Ist & Ref. 4%s, ’62.. 33 
—— Short Line 4s, 1958 3 23 
% Boston Terminal Ist Ma 1947 16 


89 , High grade investment bond. 
86 5 Junior to General 4s, but still strong. 
Onsecured by mortgage, but coverage for 
charges reassuring. 
. High grade. 
110 96 Underlies Gen, 4s. High grade, 
Nc , Strong investment bond. 





Chicago & North Western Ry. Co, 
ED Sicwnvebese 0s06<dineses eee 


Ist & Ref. 4%s, 2087 
20-yr. conv, 4%s, 1949 
15-yr. sec, 64s, 1986 
&N. W. ist 4s, 47 
ao, 8 P. & N. ist 5s, '48 


NO \. Position weakened by failure to earn 
charges and great size of issue, 

NC 17 bs Junior to Gen, mortgage bonds. 

10 os Unsecured by mortgage. Speculative. 

NC 


eS Secured $18 mil. Gen. 5s. 
NC 38 . § High rate per mile and lower earnings 
No d (| adversely affect these issues, 





Talons nion Station Co. 
Ist wah 4%s, 1963 


Gtd. 5s, 1944 
%Cinn, Union Terminal Ist ‘‘A’’ 4%s, 2020 


105 . Guarantors include the Burlington and the 
St. Paul. Further secured by mortgage. 

105* R Similarly guaranteed, but not secured by 
mortgage. 

107% ’35* \e Guarantors include the B. & 0., C. & 0O., 
Norfolk & Western and Pennsylvania. 





Kansas City Southern Ry. 
BOR a BOND: ic snccccncsecenecvscece Se 


Texarkana & F. 8. Ist 5%s, '50 


et 


one 
ae 


NC . Reasonably well-secured issue. 
105 . Junior to Ist 3s. 
107% . Now borders upon the speculative, 





New York, Ontario & Western 
Ref. (now Ist) 4s, 1992 


» 48, 1066 .......eeeeee eececeseees ee 


me 
ata 
an 


>. 


Coverage improving. Medium grade. 
Junior to issue above. 





Norfolk & Western 
xlst Cons. 4s, 1996 
Div. Ist & Gen. 4s, 1944....... eovcce see 


so 
woe 
>_> 


Exceedingly high grade investment. 
Junior to Cons. 4s, but still strong isue. 





Pennsylvania R. R. 


bbe 
et et ee 
B® BWrenmwn te) 


Deb. 4%s, 1970 .... 


xAllegheny Val. Ry. Gen. (now Ist) + "42 
Pennsylvania Co, Tr, Otfs, ‘‘E’’ 4s, ‘ 


rene bee 
Ceo CMmwwte 


GUARANTEED ISSUES 
Connecting Ry. of Phila. 1st 4s, 1951 
Northern Central Gen. & Ref. ‘‘A’’ 5s, 
Pennsylvania, Ohio & Detroit Ist & 
“A” 4%s, 1977 
Long Island R. R. Ref. 4s, 1949 
ane York Connecting R. R, Ist “pe 4%, 


1953 
Phila., a & Wash. 
, 1943 


Richmond-Wash. Coll. Tr. 4s, 1943....... ° 


High grade investment issue. 

Junior to issue above, but still better grade. 

Secured pledge gen. mtge. bonds. 

Secured pledge div-paying stocks. 

Unsecured by mortgage, but the earning of 
fixed charges reassuring. 

Strong investment issue. 

Assumed Penn. R, R. Better grade. 


High grade issue. 
Better grade, 


Reasonably strong issue. 
Better grade investment. 


New Haven also guarantees, Botter grade. 


High grade bond, 
Junior to issue above. 


High grade investment, 
Junior to issue above, but still strong. 
Good grade investment. 








St, Paul Un. Depot Ist & Ref, ‘‘A’’ 5s, 1972 


ISP TP oO BE oO 
oon aad = +2 Oo. 


Guarantors include No. Pacific, Gt. North’n. 
St. Paul, the Burlington and the Rock Isl. 





Terminal R. R. Association of St. Louis 
Ist 4%s, 10.1.39 


1st Cons. 6s, 1944 
Gen. Ref. 4s, 1953............. ooecees oe 


100 . Several strong ~ mg among the 15 guaran- 
tors. High 

100 3 Subject to issue ~ oll but still strong. 

82 . Junior to two issues above. Better grade. 








Utilities 





American Water Works & E'ectric 
Collateral 5s, 1944 


Deb. ‘‘A’’ Gs, 1975 
Monongahela W. 
& Ref. “‘B” 5%s, 1968 


102% 6.4 Secured stocks and bonds of subsidiaries. 
Better grade. 
110* 10.1 Medium grade holding company debenture. 


| 
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105* 9.9 Territory served has been hard hit. 
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Street's Bond Appraisals 


ia Public Utilities (Continued) 


Total Amount Fixed Charges 
— of — times earnedt Price 
Company debt iss - A— Yield to COMMENT 
(mil’ns) (mil'ns) “1981 1982E Callt Recent Maturity 
Potomac Edison Ist ‘‘E’’ 5s, 1966 17 q he 106* 83 . Reasonably good holding, 
West Penn Power Ist ‘‘G’’ 5s, 19566 50 3.5 105* 106 . High grade investment issue. 
Am, Tel. & Tel. 
Coil. 5s, 1946 67 6.5 105 104 5 High grade investment. 
xDeb. 5s, 1960 120 . 6.5 110* 101 . Unsecured by mortgage, but well protected 
by earning power. 

















Buffalo General Por oe a 
lst Ref. 5s, 4.1.39 nA 1065 106 A High grade investment issue. 
Gen, & Ref. “BR 4%s, 1981 a 1074%4* 101 " Junior to issue above, but still strong. 
Carolina Power & Lt, Ist & Ref. 5s, 56... 105* 60 Medium grade only. 
Qentral Power & Light Ist 5s, ’56 a 1044%4* 55 5 — Pg in coverage for fixed charges. 
‘ cond grade. 








Cleveland Electric Tluminating Co. a 
1st 5s, 1 108* 103 . An investment of the highest class, 
Gen. ‘‘A’’ 6s, 1954 105 106 Junior to Ist 5s, but still strong, 

Columbia Gas & Electric Deb, 5s, 1961 105* 15 ° Position improved, but still medium grade. 
Detroit City Gas 1st ‘‘B’’ 5s, 1950 . 106* %7 Strong bond under influence legal trouble 
with city. 

104%* . High grade investment, 

105* 13 Reasonably good bond, 

105* 70 Earnings off. 

1074%4* 86 Fixed charges covered by good . 
106* 62 Better grade holding company obligation. 
107% ’36* 97 Interest well covered. Better grade. 


oa a 
& 29 20 








Duquesne Light Ist ‘‘A’’ 4%s, 1967 
Georgia Power Ist & Ref. 5s, 1967 118 
_Gulf States Utilities 1st & Ref. ‘‘A’’ 6s, 56 21 
“Metropol’n Edison 1st & Ref, ‘‘D” 4%s, ” 4 
National Pr. & Lt. Deb. ‘‘B’’ 5s, 2080.... 
Nebraska Power Ist 4%s, 1981 

Pacific Gas & “eo Co, 
xGen. & Ref. 

lst & Ref. 
%California Gas & Serko unif, & Ref, 5s 


11,1.37 
Sierra & San Francisco Power 
[st 5s, 1949 
2nd 5s, 1 
Great Western Pwr. Ist 5s, '46 
San — Light & Fewer —_ & Ref. 
“yy 6s, 1 
Pennsylvania ~— & It, 1st ‘as, 1981.. 
Standard Pr. & Lt. Deb, 6s, 1 
Texas El, Service Ist 5s, 1560. 
West Texas Utilities 1st 5s, 1967. “6 


Western United G. & E, Ist ‘“‘A”’ 54s, 1955 


pe 20) 5 20 
“po oor 








105* 103 é Entitled to a high rating. 
105* 4 ‘ Junior to issue above and prior Ins, thereto. 


110 105 5 Highest grade. 


110 99 ' Fairly strong investment, 
105 a oe Junior to issue above. 
106 100 is Better grade. 


104* 94 . Entitled to a better rating. 


105* 86 A Reasonably strong investment issue. 
105* 36 i 

105* 718 ding. 

108* 47 Mid-West receivership. 


ve. 
105* 72 i Medium grade. Hit by Insull fiasco, 
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Industrials 


Aluminum Co. of America Deb, 5s, 1952.... a a 105* A Real aa to ascertain. Probably 
better 
American Radiator Deb. 4%s, 1947 1.3 i 1014%* A Business hard hit, Strong bond, however, 
Am, Rolling Mill 
Deb, 5s, 1948 24 def 10844* Continued deficit disquieting. 
43 def 100 ae . oo of this maturity presents dif- 
Crucible Steel Deb. 5s, 1940 def 102144* Sa Company’s business is hard hit. 
Goodrich (B. F.) 
Ist 64s, 1947 . def rr 107 J Lack of earning power disquieting, 
l6-yr. conv. deb. 68, 1946 oe def oe 1064%,* ae Junior to Ist 6%s. 
National Steel Corp. ist Coll. 5s, 1956.... 3.1 f 106* f Industry hard hit—Medium grade. 
Remington Rand Deb, ‘‘A’’ 5%s, 1947 def 104* q Speculative, though co. strong financially. 
Shell Union Oil Deb. 5s, 1949 90 def 2 103* ‘ Now medium grade only. 
Shell Pipe Line Deb. 5s, 1962....... : z 102%* Shell Union guarantees. Charges well 
cove 














Sinclair Consol. Oil (Now Consol. Oil) 
Ist Lien Coll. 7s, 3.15.37 62 def +4 102* Secured pledge subsidiary stocks. 
Sinclair Pipe Line (now Stanolind Pipe 
Line) 20-yr. 5s, 1942 1 6.1 se 103 < Sound issue. 
Strawbridge & Clothier Ist 5s, '48 K 1.4 vy 108* a ee Investment quality lowered by declining 
earnings. 








Swift & Co, 
Ist 5s, 1944 3.5 defA 102% Well secured. 
5% Notes, 1940 ....... Oy Te, ee 3.5 defA 102* 96 ‘7 Medium grade industrial bond. 


Short Term Issues 


Atlantic Refining Deb. abe 14 1.6 100 7 Reasonably safe investment, 
xOhicago, Gas, Light & Coke 1st 5s. s- CA07 10 2.9 a 102 High grade investment, 

_Con, Gas, El. Lt. & Pwr, Balt) Gen. 4%s 2.14.35 14 3.4 5 102 5 Of the highest grade, 

“Gall Oil Deb. 6s Re 282s def ; 97 ‘‘Medium to high’’ grade issue. 

1. 20 2.1 os 103 Wide margin earned last year over interest 
requirements, High grade, 
¥New York Telephone ist & Gen- 4%s RS 61 4.7 i 102 . Gilt-edged. 
Warelte Tel. & Tel. Ist & Col. 58 ii 2 64.5 aa 0 104 ¥ Of the highest grade, 
V'ginia Rail & Pr. 1st & Ref. (now 1st) 5s 7.1. 11 3.1 101 . Strong issue, 


* Our preferences in above list. Fixed charges times earned is ——— on an ‘‘over all’’ basis, In the case of a railroad, the item includes 
interest on funded debt and other debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded 
ey on debt, subsidiary preferred dividends, minority interest, etc. {An entry such as 105 ’'36 means that the bond is not callable until 1986 

the price named. * Indicates that the issue is callable as a whole or in vart at gradually decreasing prices. E Estimated. A Actual earnings. 
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Good Earnings Maintained and Prospects 
Still Favorable After More Than Three 
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American Chicle Co. . 

woul 

LTHOUGH in 1932 even which it now holds in the creasury oe 

the chewing gum business and should this be done the sole "9 

failed to do as well as in Annual Earnings Compared capitalization would consist of om 

the years immediately preceding, 470,000 shares of common stock. van 
it is nevertheless an industry Ba nal There is neither preferred stock tb 
which has shown excellent powers Profit (adj.) nor funded debt of any kind. tt 
of resistance to the forces of de- $8.60 At the end of last year, the en 
pression. The American Chicle 4.18 company’s financial position re: eg 
Co. is the third largest organiza- mana vealed its usual strength. Cur 193 
tion in the field. The record of 4.19 rent assets totaled $4,975,422, f« 
earnings speaks for itself. In aes whereas current liabilities amounted f° ; 
1929, 1930 and 1931, per-share 2.98 to only $477,508. Of the current fj: 4 
earnings were $4.19, $4.43 and —_ assets, cash accounted for some 8 
$4.18 respectively. Last year, the wand $848,000 and marketable securi- = 
company earned $3.60 a common ties for about $1,702,000. The “ih 
share—a decline of less than 20% figure for marketable securities, § 
from the peak and a marked con- representing cost, was but little in ¢ 
trast to that great horde of companies whose earnings have excess of the actual market price at the end of last year. I 
disappeared altogether. The current dividend rate is $2 a share annually. § 
American Chicle’s products, under such well-known In addition to which it has been the custom of the a 
trade names as Adams Chewing Gum, Chiclets, Black | company over the last few years to declare an extra By, 
Jack, Dentyne Gum, Sen-Sen and Crawford's Cough Gum, of $1, payable quarterly. On the basis of a $3 divi “e 
are distributed through grocery, drug and candy stores in dend, the stock of American Chicle yields about 79% F ..., 
the United States and Canada. Many of the company’s at the present price of $38 a share. The regular rate of 
products are nationally advertised. Factories are located in of $2 may be regarded as' thoroughly assured, but it would J 4, 
Long Island City and in San Francisco, while wholly-owned _ be idle to deny that a further intensification of the depres vie 
subsidiaries operate plants in Toronto and in Mexico City. sion probably would reduce earnings and—in line with a 
Chicle is the principal ingredient of chewing gum. It the company’s known conservatism—possibly might cause 19 
is found in Mexico, Guatemala and British Honduras. The 2 modification of the extra. All things considered, how: res 
three principal American companies, Wrigley, Beech-Nut ever, it would seem that this were to regard the future with ha’ 
and American Chicle take by far the greater part of world too much pessimism. ; | 
production under a plan which, in normal times, assures Through the investor went no further than the recogni’ “he 
considerable price stability, tion of the more than ordi wi 
ae ed eliminating undesir- narily ee, ‘ — m: 

able inventory fluctuations. position, the excellent earnil 

Moreover, cay Sees Chicle cl tn Bd record, and the liberal yield " 
Co.—and, of course, the others currently afforded, the com pa 
too—enjoys the advantage seas mon stock of the American je 
of a stable selling price, for Chicle Co. would seem to be of 
about 90% of its output FP a meritorious holding. There bs 
is retailed in five-cent pack- ” 30 is, however, the additional ad- pe 
ages. a vantage that this particular a 
The capitalization of Ameri- = 20 company has steadily improved Pp 
can Chicle consists solely of o its competitive position im th 
490,000 shares of common the field and would seem 0 Pp 
stock of no par value. The be particularly well situated - 
company proposes to retire to benefit from eventual busi D 


20,000 shares of this stock 
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ness improvement. 
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market in 1929 many saddened investors began to 
look around for “depression-proof” companies, from 
the stocks of which, without undue risk, a satisfactory divi- 
dend yield could be had. There appeared to be a substan- 
tial humber of such stocks to choose from, but as depression 
deepened one after another proved 


Amt the initial breath-taking crash of the stock 


U. S. Tobacco Co. 






earnings of $7.64 per share, the dividend rate of $4.40 may 
be regarded as not only safe but unusually conservative 
leaving a margin of $3.24 for surplus. In the nature of the 
company’s business no very large investment in plant and 
equipment is required, nor is there any apparent need of 
physical expansion at this time. On the basis of relatively 

stable plant investment and steady 








growth of earnings the corporation 








Ten Years of Rising Profits 


has always adhered to a generous 
dividend policy, paying out, in 
fact, an average of 70% of earn- 


a ings over the period of its entire 
$3,594,904 $7.64 career since 1911. 

3,000,779 6.20 On this basis the current divi- 
2,960,818 5.60 dend could be approximately $5.30, 
2,771,087 5.21 instead of $4.40, without depart- 
2,660,390 5.96 ing unduly from past conservative 
2,576,871 5.74 policies. The yield at the $4.40 


5.26 rate, however, at the recent price 


2,394,897 
2,298,307 5.01 of 67 offers a return of approxi- 
2,197,083 4.75 mately 642%. At a time of econ- 
2,112,580 4.52 omic uncertainty in which few 


people are at all sure of what they 














vulnerable. Today the mere men- 
tion of the term ‘“depression- 
proof” in relation to any company 
is good for a laugh in speculative 
quarters. 

Yet there are exceptions to every i ero oe 
rule, even though they are woe- eee 
fully small in number. A fair test Ere: 
for a depression-proof company WS cecicteciees 
would be one which earned as et Cae 
much profit in 1932 as in 1929. eae 
And what more could be asked UA Rete e ten 
than 1932 earnings substantially eae Se tad Soe 
larger than those of 1929? That aN Oat et 
is the position of the United States See 
Tobacco Co. 

Its 1932 profits, certified by in- 


should do with surplus dollars this 





dependent auditors, were $3,534,- 

943, as compared with $3,020,779 in 1931, $2,950,818 in 
1930 and $2,771,037 in 1929. The 1932 earnings per share 
of common stock were $7.64, against $6.20 in 1931, $5.60 
in 1930 and $5.21 in 1929. Thus 1932 not only set a new 
high record of earning power in the long history of this 
corporation, but marked the eighteenth consecutive year 
of unbroken increase. With the exception of 1914, profits 
have increased each year since the company was organized 
in 1911. It is to be doubted that the equal of this per- 
formance can be found. 

Fluctuations in the price of the common’ stock likewise 
have been remarkably stable throughout a deflation in which 
many issues have fallen to a fraction of boom-era values. 
The stock’s high in 1929 was 10934, a price which, although 
the issue was never an active speculative favorite, unques- 
tionably reflected in some measure the general inflation 
of values then existing. Its range, after once getting back 
down in touch with the realities of earning power and 
yield, has been relatively narrow. The 1930 low was 59% 
and the high was 68; the 1931 low, 587%, high 7174; the 
1932 high 651% and low 55. The recent price of 63 rep- 
resents the high thus far for the current year, the low 
having been 59. 

Thus for more than three years the market in this stock 


has demonstrated an apparent bottom level of resistance 


within a range of approxi- 
mately 4 points between 55 


issue is attractive with respect both 
to income yield and probable security. On the basis of past 
market action, it is obvious that its possibilities of marked 
appreciation in the next period of general business recovery 
may be relatively limited, although continuation of the 
earnings growth of recent years would unquestionably 
justify some degree of price advance on the possibility of 
either an ultimately larger dividend or a stock distribution. 
The colorless movement of the stock apparently reflects a 
limited floating supply and an absence of speculative 
sponsorship. 

United States Tobacco was formed in 1911 under a plan 
for segregating the business of the original American 
Tobacco Co., some of the predecessor units dating back 
more than seventy-five years. Its present name was adopted 
in 1922, prior to which it was known as the Weyman- 
Bruton Co. The corporation is the largest manufacturer 
of snuff in the world and also produces chewing and smok- 
ing tobacco, some of the latter being suitable for rolling 
into cigarettes, for which purpose cigarette papers also are 
marketed. 

Distribution of snuff is nation-wide, less than 50% of 
this company’s output being sold in the South, where com- 
petition is keenest. Its two snuff brands are “Bruton’s 
Scotch” and “Copenhagen.” The chief smoking tobaccos 
are “Dill’s Best,” “Old Briar” and “Model,” the last-named 
being a relatively new 10-cent 
brand which has aided the 





and 59. The figure of 55 pre- 
vailed only briefly during the 
panic liquidation of early 
June, 1932. From the point 
of view of technical market 
pattern over a protracted 
period, therefore, as well as 
with regard for continued ex- 
pansion of earnings during 
that period, there would ap- 
pear to be little reason to ex- 
pect any major decline from 
present levels. 


PRICE SCALE 


U. S. TOBACCO CO. 





company’s earnings, thus off- 
setting a very moderate de- 
crease in snuff consumption. 
Although the company has 
paid out more than $25,000,- 
000 in dividends since 1911 it 
has plowed back $18,000,000 
into the business chiefly in the 
form of working capital. There 
is no funded debt, capitaliza- 
tion consisting of 26,000 shares 
of $100 non-cumulative 7% 
preferred shares and 438,516 


+ 








In relation to the 1932 1931 





1932 shares of no-par value common. 


x 
a 





for MARCH 4, 1933 


531 












O examine the recent record of Standard Brands, 

Inc., is to be convinced that this particular boom merger 

was no ill-conceived experiment as was the case with 
so many consolidations effected around the same time. In 
1929, predecessor company earnings were equivalent to 
$1.37 a share on the outstanding common stock of Standard 
Brands. In the following year, the company reported 
$1.22 a share, in 1931 $1.14, while for last year $1.08 was 
shown after various extraordinary charges. Taking into 
consideration the steadily deepening depression of the past 
three years, this record 


Standard Brands, Inc. 


Prior to November of last year, dividends were paid at the 
rate of $1.20 a share, but it would seem that the company, 
while desiring to be liberal with its stockholders, does not 
care to impair, however slightly, a strong financial position 
by the payment of unearned dividends. The new and 
lower rate, however, would appear to be reasonably well 
assured. 

It is interesting to note from the market action of Stand. 
ard Brands the change in the public’s attitude towards 
securities. In 1930, this stock sold at a high of $2944 a 

share. Earnings for the 





year equalled $1.22 a 





speaks for itself. 

The idea behind the 
formation of Standard 
Brands, Inc., was the 
greater utilization of the 1982 
remarkable distributing 


system built up by the Cash or equivalent... 21,510,296 
old Fleischmann Yeast Earned per share ..... $1.08 
Co., to which the de- Price—High/Low ..... 17%4%—8% 


livery of fresh yeast to 








Four Years Compared 


Net working capital... $34,372,272 


| share. Yet it is currently 
selling for about half 
this price, while per. 


1981 1980 1929 share earnings are run- 
$94,498,538 $42,293,218 $46,459,726 ning but a few cents be 
20,057,612 25,081,896 $1,715,009 low those of 1930. The 
$1.14 $1.22 $1.87 reason, of course, is that 
MWA—10% WYA—14% +«$14%—20 in that year we were 





still inoculated with the 








virus of the “new era.” 





the consumer was a mat- 
ter of the greatest im- 
portance. The Fleischmann company reached some 30,000 
bakers and 250,000 grocers every week and it was thought 
that this great system might well be used for other perish- 
able and semi-perishable foodstuffs in addition to yeast. As 
a result Fleischmann merged with Royal Baking Powder 
and the E. W. Gillett Co., Ltd., of Canada, to form 
Standard Brands. This, however, was only a beginning, 
for the new company soon took over Chase & Sanborn, 
old established tea and coffee merchants, and the Wildar 
Food Products Co. of Cleveland, manufacturers of mayon- 
naise, salad dressings, pickles, teas, coffees and other grocery 
products. 

The kneading of these companies into a workable whole 
was, of course, a task of considerable magnitude, especially 
in view of the generally unfavorable business conditions 
with which the company had to contend from the very 
outset. Yet, the relative stability of earnings attest to the 
success which has been attained. Further evidence of 
soundness is revealed by the company’s balance sheets. A 
more than ordinarily strong financial position was reported 
as of December 31, last. Current assets totaled $38,618,- 
790, of which some $21,500,000 consisted of cash, or gov- 
ernment and municipal securities. Current liabilities 
amounted to only $4,246,518. This may appear a less 
favorable position than at the end of certain previous years, 
but it must be remembered that the company has retired 
some 50,000 shares of its own preferred stock at $120 a 
share. It is understood that 
further retirements of the pre- 
ferred are contemplated. 

The capitalization of Standard 
Brands, Inc., is a simple one. It 
consists solely of 95,029 shares 
of $7 cumulative preferred 
stock of no-par value and 12,- 
645,166 shares of common 
stock also of no-par value. 
There is no fundec! debt. Cur- 
rently the common is quoted 
in the open market around $14 
a share, which affords a yield 
of more than 6% on the basis 
of the $1-dividend being paid. 
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STANDARD BRANDS, INC. 
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It was thought that the 
earnings of the better companies would soar forever. It is 
now clear that the high price of Standard Brands common 
for 1930 represented a grossly excessive valuation on the 
basis of prospects, earnings and the dividend being paid. 

Have we now gone to the other extreme? Is Standard 
Brands as undervalued at the present time as it was over- 
valued in 1930, or does the current quotation represent a 
fair, sane appraisal? Frankly, there is little to support the 
contention that the stock is on the bargain counter. There 
is, however, every reason to believe that current quotations 
represent fair value for the investor’s dollar. This con- 
clusion is based on the thought that, while the earnings 
of Standard Brands have fallen little during the depression, 
they will also be slow to rise with the return to general 
prosperity. The company already is a large one and does 
a large business. There are a great number of common 
shares outstanding which are almost devoid of leverage. 
Both of these factors make a 100% rise, or even a 50% 
rise in per-share earnings, a far-fetched hope. 

Nor must it be thought that Standard Brands has much 
to gain from the repeal of prohibition laws. The yeast 
manufactured by the company is strictly a baking product. 
“Brewers” yeast is a different thing altogether—and be- 
sides most breweries manufacture their own. So far as 
can be seen at the present time the stockholder in Standard 
Brands can legitimately hope for no more than a further 
slow, steady expansion in his company’s business. Dividend 
increases cannot be frequent or 
large, but the rate once 
raised will not be lightly low- 
ered. As for the market price, 
this probably will be as rela- 
tively stable as the company’s 
earnings and dividend pay’ 
ments, except for little ex 
uberant bulges and timorous 
declines caused by general 
speculative sentiment. But a 
stable 6% return on one’s 
capital, during the period 
of the lowest interest rates in 
the world’s history, deservedly 
demands recognition. 
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HE itinerant peddler, with a bulging pack upon his 
back or, if affluent, driving a horse and a covered 
wagon, was once a familiar sight in remote sections 
of this country. No doubt an ancestor in the same business 
had been a familiar sight in the Roman provinces, for this 
is one of the oldest and simplest methods of merchandising. 
Curious as it may seem, its effectiveness has not ended 
today, despite the vast development 


- Jewel Tea Co. 






ever, a payment of $2 a year would seem well within the 
probable earning power of the company and even at this 
rate the stock at recent prices would yield approximately 
7.4%. Both as regards yield, therefore, and the possibility 
of ultimate gradual appreciation as general business recovers 
this issue possesses something more than speculative merit 
and thus, in moderate lots, would appear to justify semi- 
investment consideration. 

Jewel Tea operates more than 




















of chain stores and despite the fact 

that distance and isolation have 1,300 truck-route units reaching 
been substantially broken down by Ten-year Sales and Income some 800,000 customers in more 
the automobile and improved high- than 6,000 towns. Its salesmen 
ways. The basic principle of the Record penetrate forty-one states, the bulk 
travelling store has merely been Net Sales Net Income of the business lying between the 
modernized. The salesman drives 1988 ...........4 $11,090,562 $1,053,625 Rocky and Alleghany mountains. 
a motor truck and works not for 1981 ..........+45 18,742,691 1,363,780 The individual routes are oper- 
himself but for a large corporation. 1990 ........0000. 15,521,791 1,705,298 ated from eighty-one distributing 
Outstanding among such “wagon err 16,844,110 1,691,302 branches, grouped in nine general 
route” merchants today is the 1928 .........+4+ 15,970,892 1,530,839 sales districts. The management is 
Jewel Tea Co., Inc., an $8,000,- ot ee 14,532,336 1,261,391 decentralized, each district man- 
000-company whose origin goes 1926 ............ 14,568,258 1,258,052 ager being responsible for results 
back to a co-partnership founded in 1925... esse 14,178,478 838,948 in branches under his care. 

1899 on a capital of $700. Its 1924... eee eee ees 18,602,745 855,076 The major portion of sales are 
sales in recent years have ranged 1923... eevee 18,604,075 624,201 made in small towns and suburban 
between $11,000,000 and $16,000,- areas, salesmen calling at the homes 
000. Of more significance in an of customers approximately every 








age of intensive merchandising 

competition, profits upon sales have consistently held around 
or above 10%, giving the company average earnings of 
more than $1,000,000 a year, or approximately $4 on the 
present common stock, over the last eleven years. 

Both sales and profits have stood up relatively well under 
conditions of depression and sharply reduced commodity 
prices. The company’s official report, certified by inde- 
pendent auditors, shows total sales of $11,090,562 for 1932, 
as compared with $13,742,691 in 1931,: $15,521,791 in 
1930 and $16,844,110 in 1929. More of this change is 
traceable to the lower price level than to decline in physica] 
volume. 

Net income for 1932 was $1,053,625 or $3.76 per share 
of common stock, as compared with per share net of $4.87 
in 1931, $6.09 in 1930 and $6.04 in 1929. Late in 1932 
the former dividend rate of $4 annually was conservatively 
reduced to a $3 basis. The company has no funded debt 
or preferred stock, outstanding capitalization consisting 
simply of 280,000 shares of no-par value common. Its 
current financial position, in relation to the apparent needs 
of the business, is satisfactory. 

During the last six months the stock, in which market 
activity is limited, has fluctuated between 25 and 34. On 
the recent price of 27 the $3 


two weeks, delivery of goods being 
made at the next regular call. Only some sixty regular 
grocery lines are carried, thus limiting inventory risks and 
insuring rapid turnover. Approximately 50% of dollar 
sales are of coffee, 7% tea, 23% other groceries and the 
remaining 20% miscellaneous items including soaps, toilet 
articles, premium merchandise, etc. 

The company imports and prepares all of the coffee and 
tea handled, manufactures most of the other products in 
its own plants and markets almost all products under its 
own brand. Its methods of sales incentive include the group- 
ing of several items, offered at one general price. Nationally 
advertised goods are also sometimes offered, but only one 
line at a time and the item is changed every fortnight. 

Some part of Jewel Tea’s success probably can be 
attributed to its “Advance Premium” sales plan, adopted 
early in its history. Upon making a purchase, the customer 
is given a profit-sharing credit to apply against purchase 
of articles selected from a list of premiums consisting chiefly 
of household furnishings or equipment. The premium 
article is turned over to the customer with his first purchase 
of groceries. 

Since this device involves active solicitation of orders, 
the company gives close attention to the selection and train- 
ing of salesmen. It also en- 
courages efficiency and perma- 





dividend yields slightly more 
than 11%. While such a yield 
is exceptionally high, there ap- 
pears to be nothing in either 
the 1932 level of earnings or 
the company’s current finan- 
cial position to suggest that 
the dividend is in any early 
danger of revision. 

In the event of further de- 
cline in sales and profits dur- 
ing this year, of course, a fur- 
ther dividend reduction might 
have to be reckoned with. On 


JEWEL TEA 
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nence of employment by a 
sales bonus, by an advan- 
tageous stock purchase plan 
and by liberal discounts on 
goods purchased by employees. 
Other factors, however, ap- 
pear to contribute more direct- 
ly to the company’s strength 
in competition with chain 
stores and with nationally ad- 
vertised products. As both 
manufacturer and retailer, it 
eliminates middleman costs. 
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Studies in Stock Speculation 


Part IV. The Effect of News on Prices 


By Freperick K. Dopce 


This is the fourth in a series of articles by a skilled mar- 
ket technician on the various phases of scientific specula- 
tion. Former articles appeared in the issue of December 24, 
1932, January 21, and February 4, 1933.—Eprror. 


O the unsophisticated Wall Street might easily appear 
the most illogical place in the world—where any 
attempt to operate in securities along apparently 
reasonable lines would surely result in failure. Countless 
instances can be recited when the announcement of favor- 
able news in regard to a company, such as an increase in 
dividends, improved earnings or favorable trade reports, 
resulted in a decline in the stock instead of an ad- 
vance and, conversely, publication of unfavorable news, 
instead of bringing about a decline, had exactly the 
opposite effect. So often does this reverse action on news 
take place that some commentators on stock speculation 
actually advise doing the opposite of what appears to be 
the most sensible course. In other words, when news is so 
favorable in regard to an issue that there is an urge to buy, 
sell instead and vice-versa. As a matter of fact this advice 
might not be so bad for those who have developed no judg- 
ment with regard to the effect of news on prices. How- 
ever, when this subject is examined a little closely it can 
readily be seen that there is nothing whatever illogical 
about stocks reacting when good news is announced, or 
rallying when unfavorable news appears. It all hinges on 
whether or not the news has been discounted. 

In the very nature of things a very large percentage of 
important news items when given out to the general public 
will have been known about beforehand by certain of the 
well informed and due advantage already taken of this 
advance information. For example, when Atchison passed 
the dividend in the first week of July, the stock was selling 
around 20, having declined in three months’ time from the 
70 level. Obviously this 50-point drop had gone a long 
way toward discounting the unfavorable news and an ex- 
perienced trader would have 
been much more inclined to 


eight-day bank holiday by the state of Michigan This 
action was only decided upon after conferences between 
the Governor and banking interests lasting nearly all night. 
Even tlie early editions of the morning papers did not carry 
the news. A confidence-shaking event such as this was 
almost sure to bring liquidation to the security markets 
and as the news had spread around to only a limited extent 
before the opening alert traders were able to sell at very 
good prices and take full advantage of the sharp reaction 
that developed later in the day and was further extended 
on the following day. 

There may be successful stock market operators who dis- 
regard news and judge entirely by price movement and 
volume, as our friends the chart fiends say should be done, 
but very frankly all the outstanding successful operators 
that the writer knows are close students of the effect of 
news on prices, and many of their commitments are based 
on conclusions drawn from such a study. The more ex- 
perience a trader has had the more apt he will be to cor- 
rectly judge what effect news items should have on a stock 
or the market as a whole, but the beginner can do quite 
well in such an analysis if he will study the price move- 
ments that occurred before the news was announced. This 
is where charts can be of great assistance. Anyone, for 
example, who examined the Atchison chart before the divi- 
dend was passed, even though he was a mere novice 
could realize the danger of selling on that news. A 
very large amount was sold, however, enabling shorts 
to cover and insiders to replace holdings disposed of 
higher up. 

Take the case of the tobacco shares when the first price 
cut was announced in. the leading brands of cigarettes. 
Certainly that was an adverse piece of news of far-reaching 
consequence. Yet for the time being at least the price 
reduction was discounted, heavy selling accompanied by 
sagging prices having been witnessed in the stocks for sev- 
eral weeks before the announcement was made, as will be 
noted in the accompanying price chart of American 
Tobacco “B.” That this price cut, which represented a 
war on the 10-cent cigarettes, 
was fundamentally bearish on 





buy Atchison than to sell it 
when the actual announcement 
of the elimination of the pay- 
ment was made. As can be 
seen by the accompanying 
graph the stock recovered 40 
points in two months’ time. 
Sometimes, of course, informa- 
tion is made public that has 
not been discounted at all, and 
in such cases the market can 
be expected to respond to the 
news. A recent case in point 





AMERICAN TOBACCO-CL.B 


CIGARETTE PRICE CUT 
ANNOUNCED 
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the leading cigarette manufac: 
turing stocks was subsequently 
borne out by lower prices for 
these issues. The skillful op- 
erator, however, who _ in- 
terpreted the news as bearish 
for the long pull would. by 
a study of his charts have been 
quite prepared for a technical 
recovery on the announcement 
and awaited a good oppor’ 
tunity to sell on the rally. 
The Hoover moratorium 
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was the declaration of an 
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rally that occurred in June, 
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1931, is a very striking example of the 
importance of taking news into considera- 
tion. At the time of the announcement, 
June 20, chart readers, tape readers and 
expert operators, skilled in analyzing the 
power of the two forces, supply and de- 
mand, were universally of the opinion 
that the main trend was still definitely 
downward. While the stock market had 
recovered somewhat from the low point 
when the announcement was made, it 
should have been obvious to anyone at 
that time that the news had by no means 
been discounted marketwise. It was bound 
to have a very stimulating effect on the 
minds of the speculating and investing 
public and the opinion was expressed in 


UNEXPECTED 
NEWS 
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and if he has gone long of the stock, be- 
cause of the favorable market action, will 
be ready to cash his profits as soon as 
the announcement is released. 

It is, of course, of advantage to be right 
on the ground when news of consequence 
breaks so that immediate action can be 
taken. However, it will be found, that 
in a great many cases of major significance 
the effect of news on prices is a matter of 
days not hours and speculators handi- 
capped by unavoidable delay in acting 
can, nevertheless, frequently benefit ma- 
terially by a correct analysis of news de- 
velopments. Merely a careful reading of 
a morning newspaper that makes a point 
y . of fully covering news of economic im- 











portance should enable the stock market 





many quarters that this move by Presi- 
dent Hoover meant the end of the bear 
market. Correct analysis of important news such as this is 
obviously one of the most important factors in successful 
speculation. It is interesting to note what happened to 
five prominent bear operators at the time of the Hoover 
announcement. Two considered the news of such im- 
portance that they immediately covered all their 
shorts and placed themselves in a neutral position to see 
what the effect would be. Two had become so impregnated 
with bearishness, influenced by the crippled buying power 
of the financial district, that they were stubborh and re- 
fused to cover. As their positions were big they were finally 
forced out much higher up, losing practically all the profits 
they had rolled up on the short side up to that time. 
Neither has been an important factor in the market since. 
The fifth remained bearish but took the precaution of re- 
ducing his short line sufficiently to be able to see the rally 
through and ultimately covered at prices much lower than 
prevailed when the rally started. 

Failure to correctly interpret the significance of news 
is a serious handicap and the speculator must go to great 
pains to eradicate it. Buying on good news that is dis- 
counted and selling on bad news that is discounted is a 
procedure very generally followed by the great mass of un- 
successful speculators. The unfortunate victim of this 
procedure feels that fate is against him for instead of an 
even break he will probably be wrong four out of five times. 
Advance information available to insiders may not be 
known to the trader but if he is alert he will frequently 
be able to do almost as well as if he were in the “know.” 

Sometimes it is im- 


operator to take advantage of at least a 
majority of the opportunities that the news presents. Take 
the precaution of going through your newspaper thor- 
oughly. Often important items will not appear on the first 
page and head lines frequently miss the real news. 

There are times when technical considerations are the 
most important in judging what the market is going to do 
and there are times when news developments deserve first 
consideration. At the present time the stock market is cer- 
tainly more susceptible to news than any other factor. The 
emotions of the investing and speculating public are fluc- 
tuating between fear and hope. Fear that still worse things 
are in store for us and hope that the long climb toward 
better times has started. With public psychology wavering 
between optimism and pessimism important news develop- 
ments can be expected to find quick reflection in the price 
movements of securities. 

Up to the time of this writing there has been no evi- 
dence of substantial accumulation of stocks by large finan- 
cial interests and the reasons that there has not been such 
accumulation is not hard to find. The big moneyed in- 
terests of the country are following the news just as the 
little fellow is and have little more definite ideas as to 
what is going to happen than has. the latter. Important 
accumulation by large interests takes place when they can 
see clear sailing ahead, at least for a reasonable length of 
time. But when the picture is as cloudy as it is now they 
adopt an attitude of caution the same as everybody else. 

Politics, commodity prices, debt adjustments, tariffs, 
banking troubles, unstable world conditions, who knows just 
when and how these 
problems will be 





portant to look for 
news before it ap- 
pears. Suppose for 
example a certain is- 
sue has been steadily 
advancing and as far 
as the general public 
knows there is no par- 
ticular reason why 
this advance should 
be taking place. In 
other words it is a 
sort of mystery move. 
Moves of that type 
will be found, as a 
tule, to wind up with 
sme bullish an- 
nouncement that tends 
to justify the advance. 

he smart operator 
will be expecting just 
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solved? The answer is 
nobody. Develop- 
ments must be awaited 
that will make a 
clearer picture and 
when this time comes 
evidence of important 
accumulation in the 
security markets may 
make its appearance 
and be detected by 
a study of volume 
and price movements. 
At the moment how- 
ever, the best guide 
to market commit- 
ments is undoubtedly 
careful interpretation 
A Saal i Sa of economic news as 
muret —_, Ise, it unfolds itself from 
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day to day. 
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Preferreds for Income and 


Appreciation 


Wide Range of Choice in Various Grades of 
Senior Stocks to Suit Personal Requirements 


By J. C. Crirrorp 








HE satisfactory invest- 

ment of funds for in- 

come was_ probably 
never more difficult than at 
the present time for, if a high 
degree of security is wanted, 
the yield afforded is so low as 
to be uninteresting to the 
average investor. Yet, it must 
be frankly admitted that the 
premium commanded by ab- 
solute security during the past 
year or two has been justified 
to a large extent. There are, 
nevertheless, individuals to 
whom the assumption of some 


In response to numerous requests from read- 
ers for suggestions among preferred stocks 
which will afford income with more safety 
than 
have prepared the accompanying discussion 
and tabulation. An effort has been made to 
include a variety of preferred issues ranging 
from those of the highest grade to those with 
a more speculative flavor. 


is possible in common shares, 


It contains no radical specula- 
tions and has been compiled 
with more stress on income 
with fair safety than with the 
idea of price appreciation. 
Not that the list is entirely 
devoid of possibilities of profit. 
Some of the preferreds we 
have listed might well rise in 
price substantially with any 
improvement in financial and 
business conditions. Neverthe- 
less, the opposite page contains 
no representative of that great 
class of preferreds on which 
the dividend has been passed, 


we 








risk in obtaining a satisfactory 
rate of return on their capital 
is worthy of consideration. To these, 
careful scrutiny of the preferred stock 
market is recommended. 

It should, of course, be recognized at 
the outset that preferred stocks as a 
class are not, and never will be, as 
strong as bonds. There are, however, 
individual preferred stocks which are 
stronger than individual bonds. There 
are even certain preferred stocks which 
compare favorably with anything but 
the very best bonds. But the average 
investor who desires a fair return on 
his capital perhaps would be well ad- 
vised to consider them as an income- 
producing medium lying somewhere be- 
tween the safety of his bonds and the 
inherently speculative character of his 
common stocks. 

Even within these limits, there is 
room for wide differences in merit. One 
can tend towards bond safety and be 
content with a yield around the 5% 
mark, such, for example, as is afforded 
by Procter & Gamble preferred or 
United Gas Improvement preferred, or 
one can tend towards the risk of com- 
mon stocks with such preferreds as 
Atchison and American Water Works 
on which the yield is vastly greater. 
The individual investor himself must 
settle upon the degree of safety which 
his own requirements demand. 

Apart from the many shades of merit 


536 


offered by the preferred stock market, 
it has other advantages. One can, for 


example, discover sound issues at almost 


any price level. There is the $11l-a- 
share General Electric special stock, 
the preferreds of the Southern Cali- 
fornia Edison Co. and the Pacific Gas 
& Electric Co. around the $20-$25 
level, and any number of $50-par pre- 
ferreds, the best selling around $60 a 
share and the medium grades below $40 
a share. 

For the average investor, preferreds 
have yet another important advantage. 


They are not subject to normal income 


tax. And in these days, when even very 
moderate incomes are being heavily 
taxed and enjoy the prospect of being 
even more heavily taxed in the future, 
this is indeed an important considera- 
tion. 

In the accompanying table we have 
listed twenty-five preferred stocks with 
comments which clearly indicate their 
investment caliber in our opinion. 
While the list is far from complete, it 
may be taken as representative of the 
more active better grade preferreds. 
The individual desiring investment rep- 
resentation in this field undoubtedly 
will be able to make a selection to meet 
his requirements. 

As has been stated, however, the list 
as a whole is distinctly better grade. 


or is certain to be passed in the 
near future, and these must 
not be lost sight of altogether, for a 
careful selection of speculative pre- 
ferreds might well result in handsome 
profits. 

The selection of thoroughly specula- 
tive preferreds is not an easy task. 
When contemplating the purchase of a 
speculative common stock, however, it 
is always a good plan to investigate the 
position of the preferred stock of the 
same company, for often it will be 
found that the preferred is relatively 
the cheaper. For example, the com 
mon stock of the Erie Railroad is cur 
rently quoted around $5 a share, the 
first preferred around $6 and the sec’ 
ond preferred around $4. All three 
are radical speculations, of course, but 
the preferreds would seem cheaper than 
the common. 

An even better illustration perhaps 
of the discrepancy which can exist be 
tween the price of the common and the 
price of the preferred stock of the same 
company is afforded by the Aluminum 
Co. of America. As this is being writ 
ten the common stock of this company 
is quoted at $45 a share and the pre 
ferred around $42. The preferred is: 
6% cumulative issue on which the full 
rate is not being paid. Yet, it seems 
perfectly’ logical to reason that when 
this company emerges successfully from 
the depression and fulfills its promi 
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the preferred will almost treble in value common, while the chances of salvag- such illustrations as have been given, 
and, while the common might go higher ing something from any wreck obvious- it is clear that not only does the pre- 
sill, a 200% profit and back dividends ly would be better with the preferred ferred stock market present a fertile 
sould be enough for anyone. On the than with the common. field of possibility to the investor, but is 
other hand, should disaster overtake the Because preferred stocks are neither something which the common stock 
company it is possible actually to lose fish, nor flesh, nor good red herring, speculator cannot afford to ignore in 
less money in the preferred than in the the field is often neglected. Yet, from making his commitments. 








Preferred Stocks 


Price Range 
7——1988——_. Recent Divi- Yield COMMENT 
High lew Price dend % 





Company 





Though last year’s earnings will register some decline, 
121% 118% 119 q 5.9 there still will be ample coverage for preferred divi- 
dends. Also, company immensely strong financially. 


Earnings off somewhat, but issue may be considered 




































































yecula- 128% 120% 120 5.8 still good, sound preferred investment. 
7 eal In adverse times, has the disadvantage of the holding 
m iled company—considerable leverage. Hardly an Invest- 
58 50 12.0 
ncome . Sao still cover dividend requirements 
y substantial margin. 
ith the | ~~ be pe geen penn gg Mem won ve ee 
see " vidend not wholly assured, Everything consi A 
lation. Atchison, Topeka & 8. Fe .. m t .8 however, the road is one of the most favorably situated 
ntirely twice: 7. 
profit. ? Substantial utility preferred on which the dividend is 
1s we Buffalo, Niagara & Eastern Pwr . reasonably well assured. Has the advantage of mode- 
ee | rate price. 
rise in 
‘ me Company’s financial position at one time was not good, 
1 any Columbia Gas “‘A’” tecceee Bey .1 but there has since been much improvement. Issue 
1 d | is medium grade with the chance of price appreciation. 
an | A thoroughly sound investment preferred whose divi- 
erthe- Gon. Gas of New York pong af more po hea pon 
; 4 P ‘9 covered. Appreciation, however, lim’ y cal ce 
ntains of 105. 
- great | mos Strong financial and trade position of company whose 
ech Corn Products Refining . . earnings tee relatively well sustained entitle the 
| issue to a high rating. 
assed While this Is a strongly situated company, present 
‘ he | du Pont de Nemours .9 earnings would not be satisfactory should the receipts 
inthe § | from General Motors fail. 
must mos, Exeeedingly stable marketwise. Decline limited by 
for a | 0 ‘ F oy — - A while appreciation is checked 
| y call price a 
pre Though no interim reports ars available, dividend 
Jso | q .3 coverage for the preferred is understood to be holding 
me up well, Issue may be considered sound. 
| ° Entitled-to. $1 extra before common payments. Earn- © 
oll | Hershey Chocolate : .8 ings off somewhat but extra not yet endangered. 
| Must be placed in the highest category of preferreds 
task. Useett & Myers . .6 to which the present not wholly satisfactory situation 
‘ of a | in the cigarette industry should make no difference, 
he, ae | “99, ; Another exceedingly strong preferred, concerning which 
rer, it | ‘> any decline in earnings seen so far has no significance. 
1 aged and strongl ched, 
| Company is ably man and s ly entren 
te the | -? but has been quite hard hit. The issue is still en- 
f the titled to a better grade rating. 
ill be Recent winters have not been kind to the company’s 
‘ | business, Earnings for last year showed some de- 
tively # | cling, though dividends on tie preferreds continue to 
¢ | covered by substan margin. 
= Company recently bid for a large block of Its pre- 
5 Cur’ : ferred for retirement. Issue may be considered sound 
‘ medium grade, though not particularly attractive at 
the current levels, 
@ Sec’ Procter & Gamble ..............0+ A very high grade investment preferred, despite the 
three é faet that recent business has been less satisfactory. 
but Public Service of N. J., ~ a = Bane preferred, though not entitled 
a . o the es! ratings. 
than While company has been adversely affected to some 
Safeway Stores +1 extent in recent times, the preferreds would still seem 
to be fairly safe holdings. 
rhaps Company has an excellent record. Recent earnings 
be 23 noteworthy for their relative stability. This, and its 
st De’ F % ; ‘? contemporary low-priced issues, may be considered 
d the sound preferred stceks. 
7 A very high grade preferred which Is being steadily 
same | 155.72 retired, but whose attractiveness to the average in- 
inum : 121 121 -8 vestor is impaired by reason of the fact that it is 
‘ | selling above the call price of 120. 





writ | Substantial improvement registered last year and, 
31,07 41.98 98 92 94 .4 although present conditions in oil industry are less 
satisfactory, issue is better grade. 
f Because the issue is a large one, the margin of earn- 
7.41 5.55 87% 33% 34 .8 ings over dividend requirements is not excessive. A 
medium grade preferred. 
Unite 9 mos, . For a holding company preferred has a more than or- 
—tited Gas Improvement abs be nee -. 49.30 34.37 100 94 95 5 5.3 dinarily “‘fat’’ equity. Distinctly better grade. 














| NF Not available, a Year to Nov. 30. b Year to June 30, '31. c Six months to Dec, 31, '32, d Year to May 31, ’32, 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions. from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the pos ition or prospects of individual securities. 








Gold and Prosperity 


A Country Banker’s Simple Explanation— 
Can. the Farmer Stand National Isolation? 


Editor, READERS’ FoRUM: 

I notice in a recent issue the ques- 
tion of Mr. E. F. Dorsey about, and 
asking a “First Reader” explanation of 
the oft-repeated assertion that increased 
production of gold aids prosperity. I 
did not read Mr. Dodge's article re- 
ferred to, so it may have contained 
any necessary answer to Mr. Dorsey's 
question. Since you printed it with- 
out comment, I assume that it is too 
long a subject for this department, or 
an unspoken invitation to your readers 
to have a try at it. 

As I was one of the legion of small 
town bankers who took it on the chin 
in the recent debacle, I wonder if I 
still have my finance and economics on 
straight, and request a try at answering 
the question. Gold has a threefold func- 
tion specifically, and a psychological 
effect in addition. 

Gold is a commodity, and as such 
has an intrinsic value. The dollar value 
does not fluctuate like other commodi- 
ties, since the price of gold has been 
arbitrarily fixed by law at $20.6786 per 
fine ounce. Unlike other commodities, 
the government will buy it from you, 
in effect, by coining it for you, or issu- 
ing other money to you for it at that 
rate. This coining of gold makes it 
legal tender for the payment of all 
debts both government and private, in 
which it differs from all other com- 
modities (silver included), so it is hoth 
a commodity, and a money. 


The third function is that it is the 
basis for the issue of both money and 
credit in countries having a gold 
standard. Since the law of supply and 
demand must and does work with re- 
gard to gold as to other commodities, 
and since the price of gold is arbitrarily 
fixed in dollars, the dollar value of gold 
cannot fluctuate, so when we have an 
increased production of gold which 
tends to cheapen it with relation to 
other commodities, they become relative- 
ly more valuable, and we have a period 
of rising commodity prices, expressed 
in dollars. When we have a declining 
production of gold, it becomes relative- 
ly more valuable, expressed in dollars, 
in relation to the value of other com- 
modities, and we have a period of fall- 
ing prices of other commodities. 

Gold has been a talisman from the 
very dawn of history which has awak- 
ened the emotions and cupidity of the 
human race, and this is where the psy- 
chological effect comes in. The dis- 
covery of gold stirs up more interest 
in a nation, than the production in the 
same year of crops and/or manufac- 
tured goods worth ten or one hundred 
times as much. Gold may be new 
wealth. So are the other commodities. 

Wheat has an intrinsic value, and a 
food value as well. If it were practical 
to declare a bushel of wheat legal 
tender, and by some kind of magic, 
make it as easily carried as a gold dol- 


_ lar, it would leave mankind cold. And, 


yet, the wheat production of the world 
is doubtless worth more each year than 
the gold, in addition to which, if we 
did not have the wheat, more might be 
hungry than now are. 

So in a period of increased gold 
production, not only do we have the 
increased production of new wealth, 
but we have the magical effect of the 
word gold, especially in the case of a 
discovery of a large field like Alaska, 
or Africa. And the effect is out of all 
reasonable proportion to the intrinsic 
value of the new wealth. 

Our present situation has very little 
basis in the world gold status. We have 
plenty of gold as a reserve for the issu 
ing of all the money and credit needed 
to carry the world business back to 
normal. We are going through one 
of our periodical frights, and we have 
the anomaly of millions out of work, 
and on short rations; and thousands 
facing starvation in the midst of over’ 
production. So what we need is a re 
turn of courage, and the use of the gold 
we have already. But who is to start 
the ball to rolling? Who will shy the 
first rock into the pond and start the 
waves which grow ever wider, until 


. the whole pond feels the effect? The 


discovery of a new gold field of out 
standing production would tend to do 
that, both on account of the new 
wealth produced, and getting people 
to forget our troubles, which are, and 
(Please turn to page 554) 
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Taking 


the Pulse of Business 


— Spring Prospects Disappointing 


— Financial Fears Restrain Trade 


UBLISHED news devel- 
opments during the 
past few weeks have 

been, for the most part, of a 
discouraging nature and tend 
to blight such prospects as 
existed for a spring revival. 
Nevertheless this is evidence 
of some fundamentally constructive work going on quietly 
beneath the surface which may result in a renewed upturn 
in the volume of business in later months. It is probably 
anticipation of an ultimately successful outcome to such ef- 
forts that has thus far prevented the Business Activity and 
Common Stock indexes from suffering more than moderate 
reactions, and enabled the New Orders graph to hold 
most of its autumn gains, in the face of mortgage difficulties 
and news of banking holidays in several important areas. 
There is also a sizable number of dividend cuts, poor an- 
nual reports, and further recessions in wholesale prices to 
be withstood, Secondary adjustments of this character, 
however, while admittedly disturbing at the moment, may 
be regarded as necessary steps leading toward ultimate 
business stability. 

In the meantime, various of forward looking measures 
are worthy of note. Among these should be included the 
brightened prospects for repeal of the Eighteenth Amend- 
ment with its promise of new governmental revenue sooner 
or later; current reports that the incoming President is de- 
termined to reduce Government expenditures and to oppose 
debasement of the currency; negotiations now in progress 
among wheat exporting nations to ascertain the practicability 
of international curtailment of production; and the recent 
organization of a Realty Stabilization Corporation to pro- 
vide funds, in co-operation with the R. F. C., for renewal 


Building Revives Slightly 
Steel at 20% Capacity 


Sugar Outlook Improves 


of guaranteed mortgages on 
New York City property at 
lowered interest rates. This 
new method of dealing with 
the mortgage situation 1s 
already spreading to other 
localities, and the resulting 
reductions in interest rates, 
conjoined with lower taxes, should save property owners 
hundreds of millions of dollars, and so facilitate long-needed 
rent reductions. 

While these constructive elements are in the offing Con- 
gress has stood by mostly in idle debate and trade has 
paused. The security markets reflect the uncertainty 
to await developments. We seem to be at the crossroad 
between two conflicting trends. Recent reports from some 
of the heavier industries suggest that production is ready 
to emerge from its long period of suspended animation as 
soon as the financial world recovers from the shock of debt 
repudiation, and business confidence can be restored by 
Government retrenchment and by removal of the bogey 
of currency inflation. The value of new construction con- 
tracts let in January, for example, came almost up to the 
total for January of 1932; while steel, coal and lumber 
—along with car loadings and electric power output—have 
been expanding recently at a somewhat more rapid pace 
than last year. That better than seasonal gains in such 
important industries has failed to find reflection in the Busi- 
ness Activity index is attributable largely to strikes at De- 
troit which have occasioned a drop in the production of 
automobiles and accessories that is abnormal for this season 
of the year. True the outlook in some other leading lines, 
briefly reviewed below, is none too encouraging at the pres- 
ent time; but modest gains in these few industries, even 
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though due to extraneous influences, must contribute in 
some measure to stabilization of the business situation. 


The Trend of Major Industries 


STEEL—Mills are now operating at about 20% of 
capacity, which is still 20% lower than last year at this 
time. Automobile demand and orders from scattered 
sources continue to be the chief sustaining factors; but some 
encouragement may be derived from the circumstance that 
the rise in output this year has been more rapid than a year 
ago, as is evidenced by the fact that the year opened with 
operations nearly 40% lower than in 1932. A concerted 
effort is being made in the trade to check the demoralizing 
practice of price shading, and last week witnessed the first 
advance of the year in the composite price level. How- 
ever, a lull in Federal construction work contemporaneously 
with strikes at automobile and accessories plants is likely to 
cause some slackening in operations in the near future, and 
it remains to be seen if prices can be held. The majority 
of steel companies will continue to operate in the red this 
quarter. 


METALS—Aside from renewed weakness in zinc result- 
ing from expanding output, there have been few changes 
in non-ferrous metal prices during the past fortnight. Silver 
spurted upward a cent or two under hopes that the metal 
would be remonetized; but has dropped back again since 
the bills were pigeonholed by Congress. It is estimated 
that world production and consumption of copper last year 
were about 33% less than in 1931. Accumulated stocks 


are abnormally heavy, and still increasing slightly; so that 
prospects of early improvement in the industry are rather 
gloomy. The statistical position of tin, on the other hand, 
improves monthly, and world visible supplies are now 12% 


under last year’s. In striking contrast is the report that 
domestic stocks of lead on February first were 13% greater 
than last February. 


PETROLEUM—Last year the U. S. produced '782 mil- 
lion barrels of petroleum, a decrease of 68 millions. The 
world elsewhere produced 511 million barrels, which was 
six millions more than in 1931. Of recent weeks, the flow 
of new crude has been expanding here and is now at a rate 
only 2% less 


SILK—Weakness in Japanese exchange, with conse. 
quently lower prices for raw silk and corresponding in. 
ventory losses, scarcely augurs well for the first quarter 
profits in the silk industry. The situation is aggravated by 
modern style trends, which are leading to the replacement 
of silk by rayon. Raw silk deliveries last month were over 
20% lower than in January of 1932. 


TOBACCO—Small cigarette output last year amounted 
to about 104 billions, a decrease of 8.7% from 1931. As 
about 25% of this total is estimated to have been of the 
“10-cent” variety, it is evident that sales of leading 15. 
cent packages must have suffered severely. To meet this 
competition, the “Big Four’ producers have just announced 
a second reduction in wholesale price to $5.50 a thou 
sand. After deducting the usual trade discounts of 10 
and 2%, and the Federal tax of $3, only $1.85 is left for 
the manufacturer, as compared with $2.73 last year when 
the wholesale price was $6.85. Since the latest cut, lead- 
ing chain stores have been selling standard brands at 10- 
cents retail; but it seems doubtful if the resulting rise in 
unit sales can compensate fully fo. the 30% drop in the 
net price received by manufacturers. 


SUGAR—Thanks to effective international co-operation 
in controlling production, it is estimated that world con- 
sumption of 26,584,000 tons during the 1932-33 crop year 
will exceed production by 1,849,000 tons. That is to say 
production has dropped about 6% compared with a de- 
cline in world consumption of 0.5%. Further strength in 
price seems probable and the longer pull output for the sugar 
industry is becoming more hopeful; though an abnormally 
large carryover from previous crop years remains to be ab- 
sorbed gradually. 


Conclusion 


At present writing it is evident that improvement in the 
volume of production and trade, which should normally take 
place at this season of the year, is being held back by strikes 
at automobile and accessories plants around Detroit, by the 
bank moratorium in Michigan, and by fears of currency in- 
flation. A heavy movement of funds from New York to 
the interior, combined with foreign and domestic with- 

drawals of gold, 





has reduced the 





than in 1932. Re- 
cently the Rail- 
road Commission 
has issued an 
order permitting 
the drilling of 
one well to every 
ten acres in East 
Texas, instead of 
one to twenty 
under former 
regulations. In 
consequence of 
this letting down 
of the bars, plans 
are being made 
for drilling a 
large number of 
new wells. It be- 
gins to look as 
though there 
were no sincere 
desire of the au- 
thorities to en- 
force proration. 
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excess reserves 
of member banks 
in New York 
City to the point 
where an_ incipi- 
ent hardening of 
interest rates has 
already found re- 
flection in our 
Cost of Business 
Credit line. This 
domestic hoard: 
ing of gold is a 
new and disturb 
ing development 
which * mee x 
promptly nipp' 
in the bud 
some authorita’ 
tive and convince 
ing check upon 
the agitation to 
inflate or debase 
our currency. 
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(An unweighted index of weekly agen 3 prices; compensated for stock dividends, splitups, 
and rights; and covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 





for MARCH 4, 1933 














he bette’ 
hopes of 
Washing 





PERSONAL SERVICE SECTION 








l 





Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


This service in conjunction with your subscriptidn should 
It is subject only to the following conditions: 


Special rates upon request for those requiring additional service. 








UNION CARBIDE & CARBON 
CORP. 

My bank has advised me to dispose of 
300 shares of Union Carbide & Carbon 
bought by my father several years ago at 
an average of 59. They claim any increase 
in its earnings and prospects must come 
with improvement in the heavy industries— 
that recovery here will be slower than else- 
where—that I might have considerable 
profits in other investments by that time. 
What do you think? Do you advise me to 
a. hold or switch now?—R. F.. K., Akron, 

hio. 


Union Carbide & Carbon Corp. 
ranks among the great corporations of 
this country, both from the standpoint 
of its financial strength and the variety 
of its essential products. The com- 
pany reported for the nine months 
ended September 30, 1932, net income 
of $6,221,355 equivalent to 69 cents 
a common share, compared with $13,- 
892,911 or $1.54 a share in the similar 
period of 1931. Although full 1932 
results are not as yet available, these 
are unofficially estimated at 95 cents 
a share, against actual earnings of $2 
a share for 1931. While these earn- 
ings are insufficient to cover the present 
annual dividend of $1.20 per share, 
any reduction which the directors of 
the company may deem advisable is 
likely to be of small proportions. The 
corporation has been making marked 
progress in the development of new 
products, and has shown increased efh- 
ciency in handling its established lines. 
Among the new products developed 
which are likely to become increasingly 


important from an earnings standpoint 
are the Vinylite resins, which, being 
non-inflammable, are tending to replace 
celluloid. When consideration is given 
to Union Carbide’s strong financial 
position, its aggressive management, 
together with its earnings poten- 
tialities in such fields as synthetic 
organic chemicals, profits should once 
again resume their upward trend upon 
any improvement in conditions, gen- 
erally. Retention of your present 
holdings is counselled, despite the un- 
promising near term earnings outlook. 


LOOSE-WILES BISCUIT CO. 


What is your opinion of the market and 
business prospects of the Loose-Wiles 
Biscuit Co.? Is this the time to buy 100 
shares of its common stock to average a 
similar quantity bought several years ago 
at 70%? I have been advised to do this, 
but first want your opinion, since I noticed 
there was a sizeable decrease in this com- 
pany’s earnings during the first 9 months 
of 1932 as compared with a year earlier.— 
H. D. O., Wilmington, Del. 


Earnings of the Loose-Wiles Biscuit 
Co. rose successively in each year from 
1921 to 1929, but the decline in con- 
sumer purchasing power since that time 
has temporarily reversed the trend. The 
company reported for the nine months 
ended September 30, 1932, net income 
of $978,753, equivalent after preferred 
dividends to $1.43 a common share, 
compared with $1,470,796, or $2.31 on 
the common stock in the corresponding 


period of 1931. Indications are that 
full 1932 results fell somewhat short 
of the present annual dividend require 
ments of $2 per share, but the com- 
pany’s strong financial position suggests 
that a reduction in that rate, if any, is 
likely to be moderate. Loose-Wiles 
ranks as the second largest specialty 
biscuit manufacturer in the United 
States. “Sunshine” biscuits enjoy wide 
popular demand, some 350 varieties 
being distributed under that trade 
name. Since these are mostly in the 
quality class, sales have been severely 
restricted by the shift of consumer de- 
mand to cheaper competitive lines. 
Nevertheless, upon any betterment in 
general economic conditions, earnings 
of Loose-Wiles should improve accord: 
ingly. We regard the common stock 
of the company as an attractive long 
pull commitment, and feel that periods 
of market weakness might well be em- 
ployed for additional purchases. 


TEXAS GULF SULPHUR CO. 


I understand that, in view of the special 
methods necessary in obtaining sulphur, it 
is a very expensive proposition to close 
down, and in periods of depression it ts 
not unusual to continue operations and 
build up a surplus supply. In view of the 
extended period of this depression I am 
wondering how this works out and if it ts 
a serious factor to consider. I have 75 
shares of Texas Gulf Sulphur that cost me 
about 42 in 1931. What is the outlook? 
Do you look fer any dividend changes? 
Would you advise me to hold or would it 
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he better to switch to another company in 
hopes of making up my losses? —T. F. A., 
Washington, D. C. 


Texas Gulf Sulphur, in common with 
its competitors, has been drawing upon 
inventories during the past several 
months, in spite of the fact that sales 
remain restricted coincident with the 
depressed state of its principal consum- 
es. During 1931, large inventories 
were accumulated by this company in 
anticipation of the increase in the 
Texas tax from 55 cents to 75 cents 
per ton. Recently, the company shut 
down its own deposits at Gulf, for the 
frst time since its organization. Pro- 
duction is continuing, however, at 
Bowling Dome, which property is part- 
ly owned in fee. Although dollar value 
of inventories at the year-end was 
larger than a year earlier, due to in- 
creased cost per ton when output is re- 
stricted, actual tonnage above ground 
may have declined. Full year 1932 
earnings amounted to $2.32 a share, 
against $3.25 a share in the preceding 
year. In reflection of this earnings de- 
cine, directors of the company declared 
aquarterly dividend of 25 cents, against 
§0 cents previously paid. However, 
sulphur is an essential to a number of 
diversified industries, and earnings of 
Texas Gulf should increase materially 
during the next major upswing in the 
business cycle. At prevailing levels, 
the shares are amply deflated, and the 
present dividend appears secure. Hence, 
continued retention of your holdings is 
advised. 


ELECTRIC SHAREHOLDINGS 
CORP. 

What is your opinion as to the outlook 
for Electric Shareholdings Corp.? I bought 
10) shares in 1931 at an average cost of 
about 13. It would seem to me that with 
any upmovement in the market this stock 
should be worth more and I am wondering 
if it would be a good speculation to aver- 
age my price down and be in a position to 
profit with any sustained market advance. 
| will, however, be guided by your advice. 
—R. A. R., Birmingham, Ala. 


The report of Electric Shareholdings 
Corp. for the year ended December 
3, 1932, revealed total income of $1,- 
69,115, including $1,073,921 stock 
dividends which were valued at market 
prices as of their respective dividend 
record dates. This compared with total 
income of $2,675,760 in 1931, includ- 
ing $1,896,937 stock dividends. Valu- 
ing investments at market prices, net 
assets at the year-end amounted to 
$19,685,308, equivalent to $129.30 for 
ech share of $6 preferred and to 
2.54 per common share. On Decem- 

31, 1931, net assets amounted to 
972,159,248 or $132.18 on the pre- 
erred and $3.36 a common share. In- 
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vestments were substantially unchanged 
from those reported a year earlier. By 
far the largest single investment is the 
common stock of the North American 
Co. Although present indications are 
that earnings of utilities, generally, are 
unlikely to improve over the near term, 
the issues held in this company’s port- 
folio appear well adapted for enhance- 
ment in quoted values upon any sus- 
tained improvement in business condi- 
tions. Electric Shareholdings common 


is speculative, but, at current levels we 
feel that the profit possibilities inherent 
in these shares are attractive. Accord- 
ingly, we feel that you might well take 
advantage of prevailing low quotations 
to average down your present holdings. 


DRUG, INC. 


A friend of mine, who read of the halt- 
ing of the sale of the Boots Drug Co., by 
the British Government advised me to sell 
my Drug, Inc. stock. I bought this in 1932 
slightly above present levels. I would ap- 
preciate your advising me should I sell 
now or continue holding? Is there any 
possibility of further dividend reductions 
in the near future? What is the outlook? 
—L. R. M., Dayton, Ohio. 


The announcement that the British 
Treasury Department, in order to fore- 
stall possible adverse foreign exchange 
developments, temporarily prohibited 
United Drug Co., a subsidiary of 
Drug, Inc., from disposing of its in- 
terest in the Boots Pure Drug Co., 
Inc., should have little, if any, effect 
upon. earnings of the parent company. 
Meanwhile, United Drug’s retail chain 
is believed to be meeting with success 
in its effort to obtain rental reductions, 
which should go a long way to improve 
earnings of that subsidiary. The Vick 
Chemical Co., another subsidiary of 
Drug, Inc., recently launched an adver- 
tising campaign to introduce its new 
oral antiseptic, after having enjoyed a 
most successful public reception to its 
nose and throat drops in 1932, their 
first year. Profits from these two items 
alone are understood to be sufficient to 
cover costs coincident with the develop- 
ment of new sources of revenue. Profits 
of Drug, Inc., for the full year 1932 
amounted to $3.84 per share, so that 
the new $3 annual dividend may. be 
regarded as secure, over the near term, 
at least. Moreover, the company has 
maintained its strong financial position, 
as of Dec. 31, last, total current assets, 
including $16,129,745 in cash stood 
at $57,484,894, against current liabili- 
ties of only $10,696,338. All in all, 
we feel that patience on the part of 
present shareholders will be amply re- 
warded over a period of time, and 
counsel retention of your present hold- 
ings. 


AMERICAN SNUFF CoO. 


Because American Snuff common is sell- 
ing today within a more narrow range than 
almost any other stock I know of, it seems 
to me that it doesn’t offer the same possi- 
bilities for price appreciation as more de- 
flated issues. I am partially dependent on 
its well-assured dividends, yet wonder if 
you would advise me to sell my 200 shares 
and put the proceeds into something offer- 
ing greater profits with almost the same 
dividend safety?—R. T. L., Toledo, Ohio. 


Although American Snuff Co. is not 
as favorably situated as other units in 
its field, earnings during the current 
depression have shown a remarkable 
degree of stability. For the 12 months 
ended December 31, 1932, net income 
amounted to $1,818,025 equal, after 
dividends on the 6% preferred stock, 
to $3.59 a common share. This com- 
pares with profits of $1,916,132 or 
$3.81 a share on the common stock, 
after preferred dividends for the pre- 
ceding year. While it is yet too early 
to anticipate with any degree of ac- 
curacy the prospects for 1933, the 
foregoing report lends basis to the be- 
lief that a satisfactory level of earnings 
will be maintained. Furthermore, the 
financial condition of American Snuff 
at the close of last year was consider- 
ably stronger than that of a year 
earlier. Cash alone amounted to $2,- 
040,970 or an increase of $663,500 
over that at the close of 1931. Total 
current assets, as of December 31, 
last, amounted to $13,745,899 against 
current liabilities of only $949,018. 
In view of this improvement, the regu- 
lar annual dividend rate of $3 a share 
is reasonably secure. Inasmuch as you 
are largely dependent upon income 
from your investments, we are inclined 
to the belief that your interest will be 
best served by maintaining your hold- 
ings intact, rather than switching to 
a more speculative stock. 


. CONTINENTAL CAN CO. 

Now, when Continental Can common is 
approaching the prices I paid for it two 
years ago, I would like your advice as to 
whether I should sell when I can get out 
even, or continue to hold in the hope of 
worth while profits. I realize that this 
company is well situated and that its earn- 
ings are comparatively stable, but I am 
most interested in profits.—E. M. T., Pitts- 
burgh, Pa. 


Continental Can Co. ranks as the 
second largest producer of tin contain- 
ers, its operations extending to Cuba, 
England and France. Approximately 
70% of the company’s output consists 
of packers’ cans, with general line con- 
tainers making up the balance. Ad- 
mittedly, the company’s earnings have 
not been devoid of adverse influences 
of the current depression, but Conti- 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and _ terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 
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AND 


COMMODITIES 


Folder explaining margin require- 
ii} ments, commission charges an 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“ BROKERAGE SERVICE SINCE 1898 °° 


New Laid Stock Exchange 

New York Cotton Exchange 
Members Chicago Board of Trade 

and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 














The NorthAmerican 
Company 


QUARTERLY 
DIVIDENDS 








No, 116 on Common Stock of 2% in Com- 
mon Stock (at the, rate of 1/50th of one 
share for each s:are held); and 

No. 47 on Preferred Stock of 14% in 





cash (at the rate of 75 cents per share) 
Will be ae on April 1, 1933 to respective 


stockhol of record at the close of busi- 
ness on March 6, 1933. 
Robert Sealy, Treasurer 
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California Packing 
Canada Dry Ginger Ale 
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Consol, Oil 

Continental Can, Inc. 
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Continental Oil 
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Davison Chemical 
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Eastman Kodak Co. 
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Good Bonds that are 
Under Par 


Bonds bought below par build capital 
as well as income. The investor who 
pays less than $900 for a $1000 bond 
bearing a 414% coupon will receive 
$1000 at maturity, plus a yield of over 
5% during the period the bond is held. 


Such an opportunity is presented by 
the New York State Electric & Gas Cor- 
poration First Mortgage Gold Bonds, 
41% Series, due 1980. Earnings, be- 
fore depreciation, are over three times 
annual interest requirements. 
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61 Broadway New York City 
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and other valuable informa- 
tion for investors and trad- 
ers, in our helpful booklet. 
Copy free on request. 


Ask for booklet MG 6 
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tive margin. 
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Members New York Stock Exchange 


52 Broadway New York 
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Pacific Gas & Electric 
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Walter J. Fahy & Co. || Fane's. oy". 


Members New York Stock Exchange Phelps Dodge Corp. 
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Exchange 


29 Broadway, New York 
Uptown Office, 522 Fifth Ave. 


Radio Corp. of America 
Albany, N. Y. Radio-Keith-Orpheum 
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International Petroleum 
Company, Limited 


Notice of Dividend No. 36 


NOTICE is hereby given that a dividend of 2c 
United States Currency per share has been de- 
clared. and that the same will be payable on or 
after the 15th day of March, 1933, in respect to the 
shares specified in any Bearer Share Warrants of 
the Company of the 1929 issue upon presentation 
and delivery of coupons No. 36 at the 


City Bank Farmers’ Trust Company, 
22 William St., New York, N. Y. 


The payment to Shareholders of record at the close 
of business on the 28th day of February, 1933, and 
whose shares are-represented by registered Certifi- 
cates of the 1929 issue, will be made by cheque, 
mailed from the offices of the Company on the 14th 
day of March, 1983. 
The transfer books will be closed from the ist day 
of March to 15th day of March, 1983, inclusive, and 
no Bearer Share Warrants will be ‘‘split’’ during 
that period. 
By order of the Board, 

J. R. CLARKE, 

Secretary. 
56 Church Street, Toronto 2, Canada, 
15th February, 1933. 





THE ELECTRIC STORAGE a Me td 
Allegheny Avenue and 19th 
Philadelphia, senile ed 1933. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly dividend 
of Fifty Cents per share on the Common Stock 
and the Preferred Stock, payable April 1, 1933, 
to stockholders of record of both of these classes 
of stock at the close of business on March 11, 1983, 
Ohecks will be mailed. 
WALTER G HENDERSON, Treasurer. 





TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a distribu- 
tion of 25 cents per share on the Company's 2,540,- 
000 shares of capital stock without nominal or par | Worthington Dp 
value, payable on March 15, 1983, to stockholders | wrigiey (W. Jr.) 


of record at th om + ee March 1, 1963. 
“a F. 3. ENOBLOGH, Treasurer + Bid Price. § Payable in stock. © Including extras. Old stock. 
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What’s Ahead for the 
Market ? 


(Continued from page 515) 








ere 


obligations, thus leaving the bank able 
to conduct semi-normal operations on 
such liquid assets as it has. Moreover, 
there is considerable merit in the pro- 
posal that banks which are forced into 
emergency state or Federal control 
should accept new deposits on the 
guarantee that such funds will he kept 
liquid. Legislation along this line has 
recently been adopted and applied in 
the State of New Jersey. 

Such remedies by no stretch of the 
imagination can be regarded as ideal, 
but essentially they do appear to offer 
a practical method of insuring at least 
an orderly course of banking liquida- 
tion. They will not positively con- 
tribute to public confidence, but they 
will in all probability save frightened 
depositors from the most disastrous con- 
sequences of their own fears. 

Current changes in such industrial 
records as steel operations, car load- 
ings, automobile production, electric 
power output and contruction are of 
negligible proportions and for some 
time will probably be outweighted by 
the financial factors in security mar- 
ket significance. 








How the Investor Looks at 
the Railroads 
(Continued from page 525) 








capitalization of his road is largely a 


controversial matter because he is bas- 
ing his assertion upon reproduction 
eosts and taxable values whereas it 
seems to me that the value beneath the 
bonds has to some .extent diminished 
with changing economic conditions, the 
arrival of other forms of transporta- 
tion, and particularly with the neces- 
sity for mass production goods and low 
priced commodities needing lower 
freight rates. Over-capitalizations were 
one of the stressed points in the 
National Transportation report. 

In general, I felt on reading it that 
I personally must have had a hand in 
ts completion, so closely do the views 
coincide with mine as an investor, ship- 
per and taxpayer. But, if a humble 
usiness man may take occasion to dis- 
agree with one point, I am rather in 
doubt as to the advisability of forcing 
consolidations with an eye to an ulti- 
mate national system. I believe that if 
such comes to pass, many of the evils of 
government ownership will be bound to 
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SEVENTY YEARS IN BUSINESS 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


SUMMARY OF 1932 STATEMENT 


AT the close of business De- 
cember 31, 1932, the Company showed total admitted 
assets of $639,455,691.51, an increase of $18,177,558.42 
over the previous «year. 

After providing for all known liabilities, including 
legal policy reserve of $529,438,050.00 the Company 
increased its special Contingency Reserve for Adjust- 
ments to $13,500,000, and its General Surplus or Safety 
Fund to $44,070,619.91,making a total Emergency Fund 
of $57,570,619.91. 

During 1932 the Company paid to its policyholders 
and beneficiaries $105,329,161. Total payments to policy- 
holders since organization amount to $874,634,682. 

The Company continues its dividends to policy- 
holders during 1933 on the same scale as for 1932, setting 
aside for this purpose a Reserve of $20,302,419. 

New Insurance Paid-for in 1932 amounted to 
$560,267,147. Insurance in Force at the end of the 


year $3,456,578,156. 


John Hencock Please send me your booklet covering 
personal insurance problems. 


Inquiry Bureau 


197 Clarendon St. 
Boston, Mass. 


























N. Y. Times —Dow, Jones Avgs.— 
40 Bonds 30 Indus. 20 Rails 
Saturday, February 11 59.43 29.40 | 
HOLIDAY — EXCHANGE CLOSED 
, 56.75 27.45 55.68 53.18 
Wednesday, February 15 . 56.71 27.38 54,76 53,44 
Thursday, February 16 R 55.49 26,33 53.73 51.47 
Friday, February 17 é 56.37 27.05 53.46 52.09 
Saturday, February 18 , i 26.81 53,43 52.72 
Monday, February 20 - : 25.99 52.43 50.80 
Tuesday, February 21 5 53.99 25.61 51.57 50.37 
Wednesday, February 22 HOLIDAY — EXCHANGE CLOSED 
51,94 24.03 50.24 48.26 
‘ 53.84 26.09 50.62 47.99 
Saturday, February 25 A 50.93 23.43 49.48 47.02 


Sales 
344,762 


1,542,400 
745,603 
1,079,872 
653,895 
304,630 
860,840 
692,170 


1,325,608 
1,069,480 
967,810 








547 





crop forth under private ownership. 
For we have witnessed the difficulty of 
expanding beyond a certain point, and 
one system, which would constitute 
almost a monopoly of transportation, 
might restrict the initiative for which 
we are all clamoring at the moment. 
The mechanics of railroading are so 
peculiarly complex and surrounded 
with so many factors requiring the ac- 
tion of the higher executives, that 
it seems to me one national sys- 
tem might leave a great deal to be 
desired in the way of progress, effi- 
ciency, personal initiative of execu- 
tives, and accounting. I remember in 
my youth working in the only dry 
goods store in our town. We felt sure, 
in those days, that we had the most 
modern and efficient small town store 
in the world, and that our prices were 
marked down to minimum. It was not 
until a rival set out his shingle across 
the street that we actually began to 
see where we could make improve- 
ments, savings and better prices. 

But again I say, cheers for the Na- 
tional Transportation Committee! And 
whips for procrastinators! For I am 
mindful, in spite of my contempt for 
the absence of railroad initiative and 
vision, that the present crisis is not en- 
tirely the railroads’ fault. It has been 
some two years since the Interstate 
Commerce Commission, the railroads 
and the President warned Congress 
that constructive action was immedi- 
ately necessary. Its continued failure to 
avoid the issue will set me, at least, to 
flaying with a whip which Congress 
can understand. And there are a good 
many million voters like me. 








Forecasting the New Govern- 
ment Money Policy 
(Continued from page 518) 








great public works, or works publicly 
financed, involving immense orders 
for materials, machinery and supplies, 
and calling millions of men to the pay- 
rolls might be contagious. The con- 
tagion would be helped along by gov- 
ernmental competition in banking as 
banks and investors would become re- 
stored, seeing the Government taking 
the business that might be theirs. 

As for confidence, it is expected that 
the new Government. almost dictatorial 
in its first blush, will act so promptly 
and decisively that the country, 
whether it approves of all legislation or 
not, will feel that it has at last found 
dependable leadership. Then, it is ex- 
pected, the mind of the nation will turn 
to progress instead of mere torpid ex- 
istence. Industries will once more plan 


and achieve; workers will flock back 


548 





to the factories; borrowers will borrow 
and lenders will lend. 

The new President has near him ad- 
visors like Senator Glass, Senator Hull 
and Bernard Baruch, as well as many 
others, who oppose any attempts to 
restore prosperity by inflation of any 
sort. But public misery and impatience 
may compel some dramatization of re- 
construction. There are too many sin- 
cere inflationists in Congress and too 
many millions of them in the country 
for the new administration to spurn 
every form of inflation. It is a fairly 
safe prediction to say that there will 
be considerable bond issues this year for 
unemployment relief, more still for 
business starting purposes, and a large 
issue of guaranteed bonds for the defla- 
tion of the country’s mortgage debt. 
Heaps of bonds, liberal Federal Re- 
serve loan policies and large govern- 
mental expenditures may start a lively 
blaze of private credit expansion. 


A Six-Point Program 


The financial policy of that Roose- 
velt administration may be summarized 
as follows: 

1. Balance the budget in the sense 
that current outgo for all normal Gov- 
ernmental purposes shall be kept within 
income. This contemplates a heavy re- 
duction of the appropriations for the 
Veteran’s Bureau, and the smallest pos- 
sible increase in taxation. 

2. Inflexibly maintain present gold 
standard and suppress currency infla- 
tion once and for all except, possibly, 
a small politic concession to silver and 
some liberalization of Federal Reserve 
note issues. 

. 3. Relieve public distress, and quiet 
anxiety and popular impatience by (a) 
systematic Federal relief for the un- 
employed partly by direct grants, (b) 
partly by public works, and (c) by con- 
version of mortgage debts and facili- 
tated deflation of all debt clogged 








For Features 
To Appear 
In The Next Issue 


See Page 509 
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corporations and business enterprises: 
also (d) extensive business-starting 
public works. 

And simultaneously proceed with all 
possible speed to: 

4. Settle the war debts once and for 
all. 

5. Procure the early restoration of 
the gold standard throughout the 
world. 

6. Reduce tariffs and remove trade 
restrictions everywhere with a view to 
stimulating balanced international trade 
as a foundation of monetary stability, 
and widening the horizon of potential 
expansion of business for all nations. 

























Jewel Tea Co. 
(Continued from page 533) 
















Moreover, the manufacturing cost 
of most of the nationally adver 
tised products with which it competes 
is relatively low, but the promotional 
and selling costs of such products are 
high; whereas Jewel Tea’s promotional 
efforts are confined chiefly to the 
“Advance Premium” plan; “The Jewel 
News,” an 8-page monthly publication; 
and its home service division, which 
tests products and gives field demon: 
strations. 

The company enjoys strong banking 
sponsorship to which it is indebted for 
a successful reorganization and modern: 
ization of methods in the years 1919- 
1921. Current assets, including $2, 
562,495 cash and marketable securities, 
total $4,405,883 and current liabilities 
$1,007,580. 

































The Corporation’s Responsi- 
bility to Its Shareholders 
(Continued from page 526) 
















the preferred stock to be passed and 
thus destroy its good will value that has 
been built up during the last forty 
years.” 

If a preferred stock is cumulative it 
must be paid at some time. If the cor: 
poration is sound and full earning of 
the sums represented by preferred divi: 
dends is apparently but a matter of 
time, the question may really be only 
one of saving a little interest on bor 
rowing as against the tremendous im 
pairment of share values that would 
follow, both to the preferred and the 
common stock. The result would be 
destructive to the interests of the com’ 
pany and of all shareholders. 
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t 
:” Hartford, Connecticut 
e trade 
iene L. EDMUND ZACHER, PRESIDENT 
1 trade 
7 THE TRAVELERS INSURANCE COMPANY 
eee [ Sixty-ninth Annual Statement | 
ASSETS RESERVES AND ALL OTHER LIABILITIES 
United StatesGovernment Bonds$80,545 615.00 Life Insurance Reserves . . $559,335,165.47 
Other Public Bonds . . . 88,947,727.00 Accident and Health Insurance 
Railroad Bonds and Stocks .  76,551,628.00 Reserves. . . « - ) SEB I6RS0 
Public Utility Bondsand Stocks 70,477,391.00 Workmen’s Compensation and 
Other Bonds and Stocks . . 48,065,758.00 Liability Insurance Reserves 46,287,060.93 
First Mortgage Loans. . . 108,028,112.12 Reserve for Taxes . . . . 3,211,402.49 
Real Estate. . . . .  26,994,694.03 Other Reserves and Liabilities. 2,226,312.35 
Loans on Company’s policies . 122,310,510.97 Contingency Reserve . . .  7,778,318.00 
Cash on hand and in Banks . __ 15,086,001.79 Special Reserve . . . . 8,039,233.50 
adver: Interest accrued. . .  10,287,629.67 Capital . . $20,000,000.00 
mpetes Premiums due and deferred . 26,498,431.14 Surplus .. 18,139,869.67 
otional All Other Assets . . . . 699,026.59 38,139,869.67 
ots are TOTAL... (4 4 eo,» + Oper TOR 6s) 2 =e Ree 
otional 
gee THE TRAVELERS INDEMNITY COMPANY 
cation; [ Twenty-seventh Annual Statement | 
bees ASSETS RESERVES AND ALL OTHER LIABILITIES | 
a United StatesGovernment Bonds $1,714,490.00 Unearned Premium and Claim 
ki Other Public Bonds . . .  2,209,276.00 Reserves .. . + = ere 
- rs Railroad Bonds and Stocks. 2,948,119.00 Reserves for Taxes. . : 353,189.10 
nd ad Public Utility Bondsand Stocks —_ 1,623,800.00 Other Reserves and Liabilities. 541,808.19 
pos Other Bonds and Stocks . .  7,596,208.00 Contingency Reserve . . .  1,627,399.00 
1919- First Mortgage Loans. . . — 312,500.00 Special Reserve . . . . 2,141,968.99 
g $2, Cash on hand and in Banks . 1,769,200.15 Capital . .  .$3,000,000.00' 
— Premiumsin CourseofCollection 1,851,561.33 Surplus ... . 4,289,107.90 
bilities Interest accrued. © . . . 95,193.46 
All Other Assets . . . . 87.00 7,289,107.90 
TOTAL 0. ea es. Sa TOtQhus .. ...... + eee 











“~ THE TRAVELERS FIRE INSURANCE COMPANY 
| Ninth Annual Statement | 


ASSETS RESERVES AND ALL OTHER LIABILITIES 

United StatesGovernment Bonds $3,024,544.00 Unearned Premium and Claim 
Other Public Bonds’ . . 1,228,174.00 Reserves . . . . . . $10,266,136.84 
Railroad Bonds and Stocks. 2,469,173.00 Reserves for Taxes... : 254,309.98 
Public Utility Bondgand Stocks 4,170,681.00 Other Reserves and Liabilities. 33,724.36 
Other Bonds and Stocks .. 1.647,414.00 Contingency Reserve . . . 893,292.00 
First Mortgage Loans. . . 250,000.00 Special Reserve . . . . — 1,059,013.12 
Cash on hand and in Banks . 1,907,045.29 Capital . .  .$2,000,000.00 
Premiumsin CourseofCollection | 1,229,437.36 Surplus . . . 1,548,110.18 
Interest accrued . . . . 111,071.53 
AllOther Assets . .. . 17,046.30 3,548,110.18 

Tera «~: «...>-«.. $36 054650648 Tete, oso vos’ «2 eee 


























MORAL: Insure in THE TRAVELERS 
All forms of life, casualty and fire insurance and annuities are available in The Travelers, furnishing 
comprehensive insurance service to individuals, families and business firms and corporations. 


LIrE - ACCIDENT - AUTOMOBILE - BURGLARY - FIRE - LIABILITY - GROUP : COMPENSATION -: PLATE GLASS 
STEAM BOILER - WINDSTORM - AIRCRAFT:. MACHINERY - INLAND MARINE 
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Profitable Advice in a 
Critical Situation 


ITH the sudden adverse development of a banking holiday in Michi- 
gan, our subscribers were not left wondering what to do. In just such 
an emergency, they confidently look to us for definite and accurate guidance. 


Before the Exchange opened and during the first market hour Tuesday 
morning, February 14—when prices were at their highs for the day—we 
sent out fast wires to close out seven stocks—practically our entire long po- 
sition. Having been accumulated at attractive levels, a profit was secured on 
these commitments. 


Advantageous Trading Position 
Taken at the Same Time 


Anticipating the sharp break which followed, we also telegraphed Trading Advices to sell 
short three active common stocks. Around noon Thursday, February 16, we advised cover- 
ing these commitments— with over 6 points profit in 2 days! 


Go Long Again—At the Right Time: Our market and security specialists are constantly 
analyzing the technical and fundamental position of the general market and all leading se- 
curities. As the securities selected as offering outstanding profit possibilities on the next 
advance establish new basjc bottoms, they will be recommended. — Sound low-priced issues 
through our Unusual. Opportunities. — Investment, dividend-paying common stocks through 
our Bargain Indicator. You can also profit right along through the intermediate swings by 
following our Trading Advices. 


Special Offer: Return the coupon below with your remittance. Your subscription will 
start at once but not date as beginning until the next two million share day on the New 
York Stock Exchange. 


+8 This Complete Service for Six Months Only $75 ibe: 








(a) 
Trading Advices following 
intermediate rallies and de- 


securing profits that may be 
applied to the purchase of 
investment and semi-invest- 
ment securities). 


dines (for the purpose of | 


se (b) 
Speculative Investments. 
Low-priced issues that offer 
outstanding possibilities for 
price appreciation over a 
moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 


(ce) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 


send us with your subscription a list of your security holdings for our analyses and rec 


THe INVESTMENT AND 


Bustness ForECAST 


of 
The Magazine 
of 
Wall Street 


endati. e 





March 


THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


Cable Address: TICKERPUB 


1 enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast 


with the understanding that my enrollment will 


start at once, but not date 


as beginning until 


the next two million share day on the N. Y. S. E. ($137.50 will cover a 12 months’ subscription.) 


() Telegraph me collect your Trading Advices and thereafter as described in (a). 
0) Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 
in (b). ; 





— 
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J Telegraph me collect. your Bargain Indicator + 
in te). 





dations and thereafter as described 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


1933 
Price Range 

Recent 

Name and Dividend High Low Price 
Alum. Co, of Amer........... 544% «48 434%, 
Alum, Co, of Amer. Pfd. (3).. % 40% 41% 
Amer. Cit, P. & L, B (.15).. 5% 3% 3% 

Amer. Cyanamid B.......... 4% 3% 4 

Amer. & For. Pr. war........ 5% 3% 4 
Amer. Gas & Elec. (1)...... 338% 21% 21% 
Amer. Lt. & Tr. (2)......... 19% 15% 15% 
Amer. Superpower .......... 5% 3% 8% 
Assoc, Gas Elec, ‘‘A’’ ....... 2% 1% 1% 

Babcock & Wilcox (2)....... 27 25 25 
Centrifugal Pipe (.40)....... 2% 2% 2% 
ee eer eer eee 3% 2% 2% 
Cities Service Pfd. ......... 17% 18% 138% 


Colum, G, & E. cv. Pfd. (5).. 96 78 79 


Commonwealth Edison (5) ... 82% 67 68% 
Consol. Gas Balt, (3,60)..... 65 57% 58 

Cord Corp. (.10) .........-.. 1% 5% 5% 
Deere B Oo. oc ncivorsecscses 11% 1% 1% 
Elec, Bond & Share (6% stk.) 21% 18% 18% 
Elec, Bond & Share Pfd. (€).. 48% 37 37 

Elec, Pr. Asoc. (.40)........ 4 8% 3% 
Ford Motor, Fr., A.......... 4% 3% 8% 
Ford Motor, Ltd, ...........- 3% 2% 2% 


1933 
Price Range 

————~ Recent 

Name and Dividend High Low Price 
General Aviation ..........- 5 2% 4% 
Goldman Sachs T............ 3% 2% 2% 

Great A. & P. Tea N.-V. (7). 155 130 130 
Gulf Oil of Pa............++: 291%, 26 26%, 

Hudson Bay M. & 8.......... 8% 2% 3 
Humble Oil (2)..........++: 45 48% 43% 
Inter. Petrol (1)...........0% 10% 8% 9% 

National Aviation ........... 8% 6 6 
Nat. Bellas Hess ............ 1% % 1% 
Nat. P. & L. Pfd. (6)....... 69 544% 54% 
Niagara Hudson Pwr. (1).... 16% 10% 10% 
Penroad Corp. .......--.++... 1% 1% 1% 
St. Regis Paper ..........-- 3% 24% 2% 
Salt Creek Pfd. (1).......... 4 3% 3% 
So. Oal, Edison Pfd, A (1%). 27 26 26% 
Standard Oil of Ind, (1)..... 22% 18% 18% 

Stuts Motor Car ........-+..- 17% 11 11 
DONDE BO os oii geree ec ace 8% ™% 1% 
Beey TASTER) 5a cicvnccs sess 17% 18% 18% 

United Founders ...........- 1% 1 1 
United Gas Corp. ..........- 2% 1% 14 

United Lt. & Pow. A........ 4% 3 3 

















Answers to Inquiries 
(Continued from page 543) 








nental Can has developed remarkable 
resistance to the pressure befalling to 
the general run of industrials during 
the past three years. For the 12 
months ended December 31, 1932, net 
income amounted to $4,819,323 or 
$2.78 a share on the .common stock, 
as against $5,670,699 or $3.27 a share 
in 1931. The balance sheet at the 
close of last year revealed consider- 
able improvement over the already 
strong financial condition registered on 
December 31, 1931. Cash amounted 
to about $13,177,989 an increase of 
$4,000,000 during the year. The com- 
pany has no bank loans and is not bur- 
dened with any funded debt. The 
common stock is well suited for in- 
clusion in the average business man’s 
portfolio and we counsel against dis- 
turbing your present position in the 
shares. 


CLUETT, PEABODY & CO. 


I will appreciate any information. you 
can give me about Cluett, Peabody com- 
mon. I have 125 shares, bought last year 
at 20%. I noticed that this company 


5$2 


showed a substantial net loss last year in 
contrast with profits in 1931. Would you 
advise me to sell or continue holding this 
stock?—H. S. S., Boston, Mass. 


Although an improved demand for 
its products enabled Cluett, Peabody & 
Co,, Inc., to make a more favorable 
showing during the final six months of 
last year, the gain was not sufficient to 
entirely offset the heavy losses incurred 
from operations during the first half. 
Consequently; “the»annual report for 
1932 revealed a net loss of $271,752 
in contrast with a profit of $553, 
,818, equal, after dividends. on the 

. 7% preferred stock, to $1.45 a com- 
mon share. Financial condition at the 
close of last year was entirely satisfac- 
tory, the ratio of current assets to total 
current liabilities amounting to 23 to 1. 
Cash and equivalent aggregated $3,- 
851,174 as of December 31, 1932, or 
more than 10 times total current lia- 
bilities of $336,473. Net working 
capital amounted to $7,393,513. Cluett, 
Peabody in addition to being one of 
the largest manufacturers of collars in 
the United States, also enjoys a lead- 
‘ing position as a manufacturer of 
shirts. The major part of the com- 
pany’s products is marketed under the 
tradename “Arrow.” Of increasing 
importance is the “Sanforizing” process 
for shrinking fabrics. Admittedly, the 
current /annual dividend rate of $4_a 
share on the common stock cannot ‘be 
regarded as secure, but when considera- 
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tion is given to the exceptionally strong 
trade position of the company, and 
highly satisfactory financial condition, 
longer term prospects for the common 
stock are not without interest. There. 
fore, and inasmuch as current prices 
for the shares appear to discount near 
term uncertainties, we advocate reten- 
tion of present holdings on a specula- 
tive basis. 













NEW JERSEY ZINC Co. 


I bought 75 shares of New Jersey Zine 
at about 45. Why does this stock do s0 
much better than the other metal stocks? 
In view of the general outlook for the 
metal industry, do you think it will pay me 
to continue holding? Do you look for any 
dividend adjustment because of the fact that 
carnings have not been equalling dividend 
needs? Please advise me whether to con- 
tinue holding. —V. M. O., Columbus, Ohio, 


New Jersey Zinc Co., in addition to 
occupying a dominant position in the 
production of zinc, ranks as the world’s 
largest manufacturer of zinc products. 
By virtue of the fact that a large part 
of the company’s output is marketed 
as “Oxide” prices for which have fared 
better than the ore itself, New Jersey 
Zinc Co. has been able to maintain 
earnings at a comparatively favorable 
level, despite the vicissitudes of the cur 
rent depression. For the 12 months 
ended December 31, 1932, profits from 
operations amounted to $2,013,120 or 
$1.02 a share on the $25 par capital 
stock. This compares with $3,051,589 
or $1.55 a share in 1931. After pay: 
ment of dividends at the annual rate 
of $2 a share, a deficit of $1,913,408 
was sustained during the year just 
closed, against a loss of $874,939 in 
the preceding year. The annual reports 
of New Jersey Zinc Co. are unusual, 
in that they do not include the cus 
tomary balance sheet. However, a 
strong treasury condition is believed to 
have been maintained throughout the 
depression, and it is not expected that 
the continuance of the current div: 
dend, even though not earned, will in 
cur any particular hardship on the com 
pany. At prevailing prices, the com 
mon stock yields approximately 6.7%, 
a return commensurate with the invest 
ment caliber of the stock, and we 
counsel maintenance of your position. 
















































INTERNATIONAL BUSINESS 
MACHINES CORP. 


Do you consider International Business 
Machines common a conservative or sem 
speculative investment? I have 100 shares, 
purchased two years ago, on which I now 
have a loss of more than 50 points. And, 
although I know it has more than earned ils 
recent dividends, earnings have declined and 
I am anxious to switch if you believe i! 
would pay me to do so now—-T. J. 8. 

rago. Fit: ; 




























SAVOY-P LAZA is a name that is synonymous 
with luxurious living ... majestic and impressive with 
the 840 acres of Central Park at its doors... a setting 
one hardly hopes for in the towering city of stone 
and steel. 

Whether you require one or more rooms you will 
find them spacious and comfortable. There are spe- 
cial suites of various sizes exquisitely conceived as 
in a private residence. 

The rates are most reasonable, especially for monthly 
or longer stays. 


SINGLE ROOMS FROM $5 
Henry A. Rost, Managing Director 


SAVON-PLAZA 
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sideration is given to the conservative 
cash dividend policies in the past, 
We see little cause for concern rela- 
tive to the maintenance of the pres- 
ent rate during the current year. In- 
ternational Business Machines is con- 
stantly, yet conservatively, expanding 
Its scope of operations; the company 
as recently entered the individual 
electrical clock field, and has inaugu- 
tated a “service-bureau” whereby the 
facilities of the company are placed at 
€ disposal of smaller organizations 
whose volume of business is not suffi- 
ciently large to justify the installation 
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To the President of a 


Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
nivestors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 




















UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Twenty-five 
cents (25c) per share on the out- 
standing capital stock of this Cor- 
poration has been declared, payable 
April 1, 1933, to stockholders of 
record at the close of business 
March 3, 1933. 

WILLIAM M. BEARD, Treasurer 
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Over-the-Counter 














IMPORTANT ISSUES 
Quotations as of Recent Date 


Alpha Port Cement Pfd. (7) 


Amer, Dist. Teleg. (4) 
Do Pfd. (7) 
Amer. Manufacturing 
Do Pfd. (6) 
Amer. Meter Co. 
Babcock & Wilcox (2) 
Bohack (H. ©.) Co, Ist Pfd. (7). 


Congol.-Nairn Pfd. (7) 
Clinchfield Coal 
Do Pfd. 
Colt Fire Arms (1) 
Crowell Publishing Co. 
Do Pfd. (7) 
Douglas Shoe Pfd. 
Dixon (Jos.) Crucible 
Dictaphone Corp, ..............++ 
Fajardo Sugar 


Gt. N. Paper (1) 
Gt. A. & P. Tea Pfd. (7) 


of equipment. The ability of the com- 
pany to open new sources of revenues 
augurs well for its future prospects, 
and we counsel against sacrificing your 
holdings at prevailing levels. 








Readers’ Forum 
(Continued from page 538) 








have been fairly largely psychological. 
There are those who believe the gold 
we have could have been, and may yet 
be handled, to a better advantage, but 
that is another story. 
S. J. ANDERSON, 
Bentonville, Ark. 


As One Farmer Sees It 


Editor, READERS’ FoRUM: 


Will you allow me to express my 
deep appreciation for Mr. Knappen’s 
outstanding article on “Prosperity By 
Allotment in 1933” in a recent issue 
of THE MaGazINE,OF WALL STREET? 
Especially am I impressed with its un- 
derstanding of the importance of the 
rural and small town markets in the 
national commercial set-up. This is 
not universal among financial writers; 
their vision sometimes extends little, if 


554 


Howe Scale 

Do Pfd. 
Merck Co. Pfd. (8) 
Macfadden Pub. 
National Casket (3) 

Do Pfd. (7) 
Newberry (J. J.) Pfd. (7) 
Ohio Leather (1) 
Roxy Theatre Pfd. (A) 
Ruberoid Co. (1) 
Safety Car TE. BE, .....cccccees 
Savannah Sugar (6) 

Do Pfd. (7) 
Singer Mfg. Co, (8) 


SEBS woB wow 
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Ps 
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Stetson (J. B.) Co. 
Do Pfd. 

Va. Ry. 

Wabash Ry. & Elec. Pfd. (5) 

West Va. Pulp & Paper (.40).... 
Do Pfd, (6) 

White Rock 2nd Pfd. (10) 
Ist Pfd. (7) 

Young (J. 8.) (6) 


SuoSBRSRS 


any, beyond the metropolitan areas. 
But the cities need the help of a nor- 
mal buying power from the smaller 
centers. As the situation now stands, 
however, most of the people on the 
farms and in the little towns are prac- 
tically out of the market. Naturally I 
see a good deal of this. I purchased a 
riding plow, as an illustration, in late 
summer to handle a difficult job on a 
field which we wished to turn under 
in good condition: so far as I know 
this is the only new implement which 
has gone into our end of the country 
this year! The effect of such forced 
economy by farmers on the workers in 
farm machinery plants is obvious. 
Rural people, in other words, are of 
little or no help to the economic struc- 
ture of the nation. It seems to me 
that too little attention has been paid 
to this situation, and that is why 
articles such as yours are of special im- 
portance. And on the other hand, the 
actual condition of farmers, when their 
lot is measured in terms of broad social 
values, is not nearly so bad as has been 
pictured by some writers, and especially 
irresponsible politicians. In this com- 
munity, as an illustration, we have 
plenty of excellent food, raised mostly 
on the farms, adequate shelter, fuel and 
water for the taking, rough but warm 
clothing and the usual friendship of 
neighbors. With such a foundation we 
can live comfortably for years. But 
we will be of no importance in the 


commercial revival of the country until 
there is a substantial increase in the 
values of the products we sell. 

Some salvage values are being ob 
tained from this depression that may 
ultimately be of considerable impor. 
tance to the nation. Among these is a 
larger vision of the importance of the 
foreign market for farm products, and 
a more adequate understanding of the 
importance of dealing with it in a skill. 
ful manner. . I have an article in the 
January issue of Foreign Affairs under 
the title of “An American Farmer Looks 
Abroad” which goes into this problem 
somewhat in detail. The theme is that 
the days of isolation for the agriculture 
of the Middle West have gone; farmers 
are demanding that the Senators and 
Representatives from this region take 
a more intelligent interest in foreign 
relations. 

But in any event I forecast that the 
improvement in farm prices will come 
very slowly. That is all the more rea- 
son, however, for trying to start the 
upward trend soon. And the allotment 
plan should be of considerable help. 
But the destruction in values has gone 
so far that the markets would still be 
decidedly subnormal even with the aid 
of full tariff protection. The wheat in 
my bins, for example, is worth 22 cents 
a bushel. If the allotment plan were 
in force, and its value were raised by 
40 cents, the price would be but 62 
cents. Such figures at least impress 
one with the length of the trail back 
to normal markets. 

F. B. NICHOLs, 
Oak Hill Farm. Buffalo, Kansas. 








Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockhoder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 

Amount Stock Pay- 
Declared Record able 
3-16 
3-6 
3-14 
3-18 
3-1 


Ann’l 
Rate 
$2.00 Amer. Stores Corp 
2.00 Amer. Sugar Refinery... .50 
9.00 Amer. Tel, & Tel. Co... 2,25 
8.00 Beech-Nut Packing Co.. .75 
5,00 Brooklyn Union Gas.... 1.25 
2.00 Chesapeake Corp. 50 
2.560 Chesapeake & Ohio Ry.. .62 
3.60 Consol. Gas E, L. & P. 
(Balt.) 

2.00 du Pont de Nemours.... 

3.00 Eastman Kodak Co 

2.00 Elec, Storage Battery... 

1.00 General Ry. 

5.00 Helme (G. W.) 

1,50 Inter. Salt Co......... z 

75 

1.50 Mathieson Alkali Works .37 
2.80 National Biscuit Co 

3.20 Pub, Service of N. J. .. 

.40 Seaboard Oil of Del 

--+- Seaboard Oil of Del 

1.00 Texas Corp. 


See Geeeeennanon foe GLLLD 


- 8.00 Wrigley (Wm.) Jr 
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THIS OFFER GOOD FOR TEN DAYS ONLY e@ e e e 
Free With Yearly Magazine Subscriptions 








. « « To Invest Successfully in 1933 
You Must Act on Facts . . . 


To give you immediately the status of the various industries and the 
situation of each individual company as well as an analysis of the economic 
and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Eleventh Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


a A most complete and helpful Manual prepared in a unique style that saves 
aut hots sae ule ar ee you time and yet gives you complete information. on every important 
Business and Investment Plans. industry and security 





Yearly Magazine Subscribers Can Get This Volume Free 





® Complete Statistical Records—plus one hundred tables and charts illustrat- 
ing basic conditions in important industries and fully detailed tables giving 
leading companies’ earnings over a period of years. 


Factual The financial position of all leading companies showing the ratio of assets 
to liabilities, the net working capital, etc., will be included. This is a very 
and valuable feature in view of prevailing conditions. 


| , Interpretation and Forecast—Practically every company of importance 
nterpretive whether listed or unlisted is included. While the data gives the investor a 
complete record of their growth or decline, our interpretation and forecast 

cy will give him the benefit of our expert judgment in analyzing these corpo- 
rations and their trend during 1933. Among other important features :— 


COMPLETE STATISTICAL RECORDS . . DOMESTIC TRADE AND BUSINESS . . 
Analysis of the Stock Market for 1932 with 1933 Analysis of the Business Situation from the Standpoint 
Outlook. By the Industrial and Security Experts of of Recent Events and Prospective Trend. 


The Magazine of Wall Street. —Prospective trend of money and credit. 

—Review and forecast of commodity prices. 
—Analysis of surpluses and production trend for 19383. 
—Industrial developments and changes. 
—Trend of foreign trade for 1933. 


—Earnings base for 1933 of all leading companies. 
—Dividend changes and prospects. 
—Stock market prices 1931-1932. 
—Over-the-Counter prices. 
—Curb market prices. SECURITIES . . ‘ one 
3 Years Earning Record—Present Financial Position. 
BONDS... Illustrated with Charts and Tables. 


—Review and forecast of bond market for 1932-1983. Bg —_— — 


seam market prices for 1932. —Food and Packing —Leather —Oil —Shipping 
—Foreign bonds. —Chain Stores —Machinery —Tires —Tobacco 
—Listed and Unlisted bonds. —Mail Order —Textiles —Paper —Radio and 
—Curb bonds, —Automobiles —Mining —Sugar —Communication 


The clarity and simplicity with which we present all data and interpretive comment will give you a clear and accurate 
picture,—not only of the position of the individual corporation, but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1933. It will tell you which securities to discard and 
which to hold—and enable you to build a sound investment foundation. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 
I enclose $7.50. Send me THE MAGAZINE OF WALL STRBET for one year (26 issues), beginning with the next issue, including full 
Privileges of your Personal Service Department. It is understood I am to also receive free: 
The Magazine of Wall Street Manual, to be issued March 6, 1933. 


Address 
Publisher’s Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. 
Canadian and Foreign Postage $1.00 Extra. 
0 For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. March 4-M 





New York via 


St Michael Azores 


Casablanca 


SVTRETT HENRY - CHARTOGRAPHER 
—- — — ceeee 


Now, in the Winter of our Discon- 
tent, a dazzling sun shines on the 
flat roofs and minarets of Casa- 
blanca. Naples’ blue bay ripples 
to a breeze from slumbering Vesu- 
vius. At Monte Carlo, the Casino 
is alive with brilliant company... . 
Everything is bright. Everything 
is sunny... . A delightful oasis in 
a damp and miserable world. 

Here to Mediterranean lands, 
come fugitives from Winter by the 
hundred. Here life is infinitely 
colorful, infinitely varied. There’s 
shopping for rugs and brass and 
gorgeous leather, in Algerian souks. 
There’s fascinating Majorca, storied 


NORTH ATLANTIC SAILINGS: 


“60 (@) Monte oi Ge 


Cannes 
Marseilles 


=) he 
re) Majorca” 


Pompeii, lovely Capri... or 
Monaco, the golden Riviera beaches, 
gambling and gayety. ... Then Le 
Havre and homeward . .. and New 
York, after 36 memorable days. 

What a scenario for Winter! 
Vastly different from rain and sleet 
and colds-in-the-head! On March 
15th, the S. S. De Grasse leaves on 
a Mediterranean trip that touches 
a host of interesting places. It’s 
wonderfully economical — almost 
as little as $10 a day. 

And while on the De Grasse, life 
will be gay or restful, as you desire. 
The service is from courteous, Eng- 
lish-speaking stewards. The cuisine 


=> 


~ oA 
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Naples us a 1 


ed 


is superb . . . everything is com 
fortable, congenial, and enjoyable. 

. See your travel agent. He will be 
glad to help you plan for a winter 
cruise on France-A float. . . . French 


Line, 19 State St., New York City, 





AAO aT 


MEDITERRANEAN CRUISE 
MARCH 15...36 DAYS 
e $365 UP e 


Sailing from New York to: 


Vigo Casablanca Gibraltar Algiers 
Naples Ajaccio MonteCarlo Marseilles 





Return passage on the S. S. Champlain 
from Le Havre 
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